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ARE GENERAL 
FIRE INSURANCE 
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@The vigor of the mutual 
plan in withstanding the 
conditions of the past four 
years is striking evidence 
of “right living” during its 
181 years of existence. 
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“TT’S AN ILL WIND THAT 
BLOWS NOBODY GOOD” 


The Michigan Mutual emerges from the fourth 
year of depression with a new record of accomplish- 


ment: On December 31, 1933— 


We showed on our books the largest number 
of Workmen’s Compensation and Automo- 
bile Policies in effect that we have ever had 


in our twenty-two years in business. 
In times of economic stress, business naturally 
flows to companies which have well established repu- 


tations for soundness and stability. 


We, therefore, consider this record a most 
eloquent testimonial of the high esteem in which 


our company is held by Michigan industrialists and 


Michigan motorists. 


MICHIGAN 
LIABILITY 


MUTUAL 
COMPANY 








Non-Assessable (e 22> Dividends 
and ’ . Yd Fo More Than 
Dividend Paying — Sonatinas $4,250,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
’ Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Alpena Owosso 


Toledo, Ohio Fort Wayne, Ind. 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 














JOURNAL OF AMERICAN INSURANCE 














Careful Selection of Risks Has Been 


Responsible for Our Success. 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 


OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 


x ww 


Offices From the Atlantic to the Pacific 


—” Gale & Stone, Boston Justin Peters, Philadelphia ~ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 

Los Angeles, Vancouver, Portland, Spokane. - 
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THIS MONTH 


Are unearned premiums trust funds, 
and therefore subject to certain prior 
claims in case of liquidation of an insur- 
ance company? Jess H. Rosenberg 
discusses the legal aspects of this ques- 
tion in a very readable article, and 
comes to conclusions which may be 
surprising to our readers. On page ||. 


Moving picture theatres, when in 
modern, properly constructed build- 
ings, are considered good risks by fire 
underwriters. A concise statement of 
the reasons why the owners of such 
show houses will find mutual insurance 
more economical, as well as of high 
quality, is found in the analysis titled 
The Cost of Insuring Movie Theatres." 
Incidentally, the statistical explanation 
of the reasons why the mutual com- 
panies can pay dividends will apply to 
any line. On page 17. 


NEXT MONTH 


DROFESSORS in various universities 
are at work on new series of articles 
bearing on compensation insurance and 
other problems. We plan to run the 
first of these papers next month. There 
will also be discussions of miscellaneous 
matters dealing with the code and other 
topics of current interest. 


The .subject of mutual insurance on 
public property is always a live one. 
We are preparing a comprehensive 
article, the first installment to appear 
in February, which will set out the 
mutual side of the question citing court 
decisions, rulings of Attorneys General 
and recent developments in this field 
generally. 
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JAMES G. SHAW 


Commissioner of Insurance 
State of Delaware 


CoMMISSIONER SHAW has held the post of head of the Insurance Department of his 
State since 1926 when he was first elected to the position. His service proved so efficient 
that he was reelected for another four years in 1930. Hts earlier experience in business, 
which was gained in the important field of manufacturing yarns and woolens, has given 
him a most valuable grasp of the needs of the commercial world in its relation to insur- 
ance. This with his innate sense of fair play has resulted in an administration satisfying 
to all concerned. 














ae ee ee 














LiL 


JouRNAL oF AMERICAN [INSURANCE 5 


JOURNAL OF 
AMERICAN INSURANCE 


Published Monthly By 
AMERICAN MUTUAL ALLIANCE 
230 N. Michigan Ave., Chicago, Ill. 


Vol. II 
No. | 


January 
1934 





Copyright 1934 by American Mutual Alliance 


A. V. GRUHN, Editor and Business Mar. 
EDWIN L. POOR, Managing Editor 








URING the latter part of August there was filed 
with the National Recovery Administration at 
Washington a code for mutual insurance. This 
was given a temporary (.K. by N.R.A. officials, 

principally as to wage and hour provisions. I*inal ap- 
proval of the entire code awaits a hearing when sugges- 
tions by all interested parties will receive consideration. 

Also, during the closing days of 
August, in a like manner, the codes of T 
the stock fire and the stock casualty 
companies were approved and so, too, H 
was a code for insurance agents. There 
was no substantial difference in the 
four codes which were filed. The com- 
panies—both mutual and stock, signed 
the necessary certificates of compliance and the insurance 
business, to all practicable purposes has been operating 
under a code and flying the Blue Eagle for the last four 
months. 

Although the routine of putting these matters through 
at the Capital ‘required considerable time, it was appar- 
ent that there was no serious point of departure between 
the ideas of the companies and the .\dministration, 

The insurance business has always been in the higher 
brackets as regards wages paid, and treatment of, the 
employe. It was demonstrated during the course of the 
depression that the insurance companies, in their rela- 
tionships with their emploves, had been doing substan- 
tially that which, in general, was the object of the Presi- 
dent’s reemployment agreement. 

It has been pointed out frequently that, since insurance 
is by United States Supreme Court decision not within 
the classification of Inter-state Commerce, technically it 
might well be regarded as not properly coming within 
the purview of the National Recovery Act. Neverthe- 
less, the business neither desired nor sought legal im- 
munity when, as a matter of fact, it might justifiably 
have done so when viewed in the light of ‘its record dur- 
ing the depression in keeping employment and purchas- 
ing power on a consistently high level. 

The attitude of the mutuals toward the efforts of the 
Administration is in line with their general policy of 
cooperation with state and other authorities in the regu- 
lation of insurance. The mutuals have made it clear 
that it is their desire to cooperate to the utmost, just as 
they have repeatedly demonstrated their readiness to 
submit to and cooperate with the supervisory authorities 
in the several states in the proper regulation of insurance, 


“FAIR PLAY" ISSUE RAISED BY STOCK 
AGENTS INTRODUCES A NEW 
ELEMENT INTO SITUATION 


“ INSURANCE CODE 


not only in matters affecting financial stability and meth- 
ods of operation, but in respect to the regulation of rates, 
as well. Even the small farm and township mutuals, all 
very restricted in the fields of their operations, and with 
every reason for being excluded from code provisions, 
promptly signed through their own National organiza- 
tion, and this Journal is being produced and its pub- 
lishers are functioning under the provisions of the 
blanket code. 


It appears from reports that the average wage scale of 
the employes of mutual companies is as great today as 
it was in 1929. The principal items of reduction in sal- 
aries fell upon the officers of the companies. Further- 
more, the records show that all during the depression the 
number of employes in mutual ranks remained approxi- 
nately the same as it was in 1929. 


Insurance, as a whole, also has an excellent record in 
the matter of treatment of employes and retention of 
personnel. In fact, these conditions in the matter of 
wages and hours are so highly satisfactory that when 
compared with other fields of endeavor, they are seen to 
be practically ideal. At the time the various insurance 
codes were filed there appeared to be no difference of 
opinion as to what should be done and the procedure to 
be followed. 


However, the unanimity of opinion did not long pre- 
vail. The National Association of Insurance Agents, at 
their annual session in October authorized the filing of a 
code centered around 
the question of unfair 
practices, but at the 
same time placing 
some very definite 
limitations upon the 
companies. This action 
produced an immedi- 
ate reaction on the part of the companies, who frantically 
promoted a series of company-agent conferences for the 
purpose of working out a scheme for self regulation. 
However, after some weeks, the agents abruptly filed a 
code modified somewhat from that originally proposed, 
thus throwing into the open, so that all may hear, the 
practices prevailing in the production and the writing of 
insurance. 


NE’S first inclination is to be unsympathetic with 
this effort of the agents, but after all, when the 
situation is analyzed there seems to be more rea- 
son for a code of fair practices to enforce com- 

mon decency and fair play on the business than there is 
for a code covering wages and hours. In reality there is 
no employe and wage problem but, as everyone connected 
with insurance knows, there is room for a great deal of 
improvement in other directions. 


It is a little surprising, nevertheless, that this ques- 
tion should be raised by the stock insurance agents and 
the situation is not without its humor. It is evident from 
the action taken that the agents now realize that the prac- 
tices in which many of them are engaging are not con- 
ducive to the good of the business as a whole, and are 
indeed, positively harmful to their own interests. It 
seems, too, that these practices have been forced upon 
many of the producers and that they have been out of 
sympathy with them all along. It does not take very 
many individuals to start a series of acts which the ma- 
jority are forced to adopt in self defense, just as com- 
panies dead set against rate cutting are forced to cut 
their own rates in crder to hold their business against 
the raiding of a few who are extremely active in their 
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bid for business through the induce- 
ment of cut rates. 

The agents and everyone else in the 
business know that self regulation 
cannot work. There are many 
wrecks of such efforts along the in- 
surance highway. It has been demon- 
strated long since that the force of 
the states, through their insurance de- 
partments, is absolutely essential not 
alone for the protection of the pol- 
icyholders, but for the protection of 
the companies as well. 

While there is a maxim in equity 
which demands that the accuser come 
into court with clean hands, it is true 
that lily white hands will be hard to 
find in some aspects of insurance; 
and anyhow, N.R..\. officials are not 
interested in who is responsible for 
the bad conditions which exist, but 
how they may be corrected. 


too 


ee °e@ 
I’ there is any criticism to be made 
| of the agents’ proposals, it is that 

they do not go far enough. If 
the insurance house is to have a clean 
ing, it should be a thorough one. The 
debris should not be swept under the 
rugs nor should the cleaning be lim- 
ited to the living room. It should 
take in the whole structure, both in- 
side and out. 

Of course, this action has its dan- 
gerous possibilities. There is no doubt 
that N.R.A. officials want industry to 
regulate itself insofar as it 1s possible 
for it to do so. With the set-up re- 
quired in the form of code authority, 
there is a good chance that the threat 
of governmental intervention alone 
will make it possible for the business 
to operate with ordinary common 
decency under an insurance code. If 
it does not, certainly the impetus to 
further governmental intervention 
will be felt increasingly and we may 
expect Congressional investigation 
into certain insurance practices (such 
as surety, for instance) which may 
result in considerable support to the 
pending proposal to place insurance 
under Federal regulation through 
constitutional amendment. 

Thus, the New Year promises to be 
not only an interesting, but a critical, 
one for the business of insurance. It 
will not be without its casualties. \t 
least, some of those who have been 
parading around the country waving 
the flag and preaching the doctrine of 
“keep the Government out of busi- 
ness” are evidently by their own acts 
now promoting the establishment of 
more regulation. That may not be 
undesirable in certain quarters. What 
the business has all along needed is 


less ballvho and more fact facing 


ability. Bring on the new deal. 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 





1933 Life Insurance 


rie TWENTY-SEVENTH ANNUAL 
MEETING OF THE ASSOCIATION OF LIFE 
Insurance [residents recently held in 
New York gave, as always, a com- 
prehensive picture of the progress 
being made by the life insurance com- 
panies. Chairman Hodwland, in his 
address, pointed out that payments to 
the public by the life insurance com- 
panies during 1933 will reach $3,- 
100,000 ,000.C0 and that the life insur- 
ance companies have, on the whole, 
proved equal to every emergency. 
New life insurance purchased this 
year was about $13,000,000,000, a 
decrease of slightly over 10% from 
last vear. The amount of life insur- 
ance in force has declined to about 
£95,000,000,000, a decrease of slightly 
over 10% from last year. 

(ther speakers pointed out that the 
life insurance companies have im- 
proved their investment position quite 
appreciably during the past year 
through a substantial increase in the 
amount of cash and government 
bonds held. In analyzing life insur- 
ance investments, President Bradford 
Walker, of the Life Insurance Com- 
pany of Virginia, showed that farm 


mortgage loans and city mortgages 
have been decreasing; bonds and 
stocks show a net increase; govern- 
ment bonds have been substantially 
increased; corporate securities de- 
creased, particularly railroad securi- 
ties, while public utility securities in- 
creased. There has been an increase 
in policy loans and premium notes. 
The gain in real estate holdings has 
been somewhat larger than usual this 
year due, of course, to foreclosure of 
mortgages. The total assets of the 
life insurance companies made a sub- 
stantial gain during 1933 and now 
stand at the highest point i: their his- 
tory. Business written during the past 
vear, although fluctuating above and 
below 1932, proved in the aggregate 
to be of satisfying volume. Intensive 
work already done on future business 
is expected to bring large returns in 
1934. 
ee @ @ 


Rejects Standard Valuation 
INSURANCE 
MORTENSEN 
nounced that his state will not follow 
the plan of valuation announced by 


COMMISSIONER H. J. 


OF WISCONSIN HAS AN- 





the Convention of Insurance Commis- 
sioners. Ina letter to be sent out to 
the companies the Commissioner de- 
clared the Wisconsin Department will 
require companies to submit final 
statements “in strict compliance with 
law.” 
Under the Wisconsin law, as amend- 
ed by the 1933 legislature, fire and 
casualty companies may value bonds 
on the amortized basis with the usual 
provision that they are amply secured 
and not in default as to principal or 
interest. 
All securities not qualified to be amor- 
tized in compliance with this law 
must be reported on an actual market 
value basis as of December 31, 1933. 
Should any company prefer to sub- 
mit its statement showing valuation 
of its securities as of a date prior to 
December 31, 1933, such “will be ac- 
cepted only when accompanied by a 
supplementary report on the Wiscon- 
sin statutory plan as hereinbefore di- 
rected,” the Commissioner’s letter 
stated. 
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Decries Superfluity of Agents 
ADVOCATING REDUCTION IN NUMBER 
OF AGENTS AND COMPANIES AND 
speaking at the Connecticut Insurance 
Day, Colonel Howard P. Dunham 
called upon companies to cure the 
evils resulting from excessive com- 
petition by doing business through 
fewer and better agents; saying in 
part: “‘Just as I believe it should 
be made more difficult for a person 
to enter the insurance business as an 
agent, so I believe it should be made 
difficult to organize new independent 
companies. The stock jobbing that 
went on in the period from 1920 to 
1929 was a disgrace. It should not be 
permitted to happen again. Many of 
the companies which were launched 
during this lush period have vanished, 
as was to be expected, when the go- 
ing became rough. 

“There are many beneficial effects, 
both to agents and the companies, 
from fair and reasonable competi- 
tion. It promotes the efficient agent 
whose best qualities are revealed; it 
promotes the lowest net cost to the 
insured, consistent with safety; it 
promotes sound contractual forms, 
and by increasing the volume of busi- 
ness it spreads the risk among large 
numbers, thus stabilizing underwrit- 
ing. On the other hand, as you well 
know, competition can be a very 
harmful influence. Rates can become 
so low or commissions so high that 
the financial position of a company 
can be destroyed and disaster brought 
to the agent, the insured and the com- 
pany.” 
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Borrows From RFC 


THE RECONSTRUCTION FINANCE CORP- 
ORATION MADE ONLY ONE INSURANCE 
loan in October, that being an author- 
ization of $300,000 to the Consoli- 
dated Indemnity of New York. In 
that month $22,000 authorized to the 
Agricultural Life of Bay City, Michi- 
gan, and $4,137, authorized to the 
Stuyvestant of New York, were with- 
drawn or cancelled. The payments 
by insurance companies in October 
aggregated $530,751. 

At the close of the month, insurance 
loans outstanding totaled $67,596,097. 


New I. U. B. Committee 


THE NEW GOVERNING COMMITTEE OF 
THE INTERSTATE UNDERWRITERS 
Board consists of the presidents or 
chairmen of the executives commit- 
tees of the Eastern Underwriters 
Association, The Western Under- 
writers Association, the Southeastern 
Underwriters Association, the Board 
of Underwriters of the Pacific and 
the following fire insurance execu- 
tives: Rk. M. Dissel, President, Hart- 
ford lire; George D. Bulkley, Presi- 
dent, Springfield Fire & Marine; b. 
M. Culver, President, America lore 
Company; Edmond Ewing, Secre- 
tary, Travelers l‘ire; Ronald R. Mar- 
tin, United States Manager, Atlas; 
W. Ross McCain, President, Aetna; 
|. Lester Parsons, President, United 
States lire; Benjamin Rush, Presi- 
dent, Insurance Company of North 
America; C. I. Shallcross, United 
States Manager, North British and 
Mercantile; Paul Summers, Vice- 
President, American of Newark; Al- 
fred Stinson, Vice-President, Auto- 
mobile of Hartford, and Harold 
Warner, United States Manager, 
Royal Liverpool Group. 
ee @ 


C. D. Livingston Dies 


CHARLES D. LIVINGSTON, FORMERLY 
INSURANCE COMMISSIONER OF MICHI- 
gan and recently president of the Na- 
tional Convention of Insurance Com- 
missioners, died of a heart attack on 
December 11th while enroute from 
his Detroit home to Chicago for an 
appointment with local fire insurance 
leaders. He was rushed to a nearby 
farm house by his wife, who was ac- 
companying him, but died before 
medical aid arrived. 

Mr. Livingston upon resigning as In- 
surance Commissioner of Michigan, 
was named the president of Lloyds 
Insurance Company of America, but 
has been inactive since its failure sev- 
eral weeks ago. He was Commis- 
sioner almost seven years, serving 
under two Michigan governors, and 
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his passing will be regretted by insur- 
ance men throughout the country. 
ee ®@ 


Death of Ralph B. Ives 


Ralph b. Ives, Chairman of the 
Board of the Aetna Vire Insurance 
Company since last September and 
president of the company since Janu- 
ary 1923, died at his home in Bloom- 
field, Connecticut, on January 2. Mr. 
[ves has been in ill health since May. 

Mr. Ives is very well known in the 
fire insurance business, having served 
on various committees of the National 
Board of Fire Underwriters, Almost 
his entire insurance experience was 
with the Aetna. He worked his way 
up through the ranks to the post of 
president. 

ee @ 


Mutual Club at Frisco 


THIRTY REPRESENTATIVES OF THE 
LARGER MUTUAL FIRE AND CASUALTY 
companies organized the Mutual In- 
surance Club of San lrancisco on 
December 18th. Carl W. Brennan of 
the Northwestern Mutual lire was 
elected President, and Arthur L. 
Beach of the Federal Hardware & 
Implement Mutuals as Secretary. The 
purpose of the club, as outlined in 
the preamble to the charter, is to ef- 
fect a better understanding between 
the representatives of mutual fire and 
casualty insurance companies and to 
acquaint the public with the advan- 
tages of the mutual principle in both 
fields. 
eee 


Michigan Legislation 
THE MICHIGAN LEGISLATURE, IN SPE- 
CIAL SESSION, HAS PASSED A BILL 
which so amends the farm mutual 
law that local mutuals may invest in 
the stock of agricultural credit corpo- 
rations and borrow money from them. 
The new paragraph of the statute 
reads as follows: 
“Any company organized or operating 
under this chapter is hereby author- 
ized, upon the consent and approval of 
the Commissioner of insurance and in 
accordance with the rules and regula- 
tions promulgated by said commission- 
er, to purchase and own stock in or 
become a member of any agricultural 
credit corporation, or similar corpora- 
tion, formed for the purpose of finan- 


cing and/or lending money to any 
such company.” 
ee @ 
* >] 
Commending One s 
Competitors 
THAT MUTUAL COMPETITION CAN BE 
MET ONLY BY FAIR AND UNPREJU- 


diced testimony from a source that 
commands the insurance buyers re- 
spect, is the theme of a series of let- 
ters released by the Stewart G. 
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Thompson-Elwell Company, General 
\gents of Seattle, to their agency 
representatives. “We would not hon- 
or the merchant who violently de- 
nounces his competitor across the 
street,” one letter states. “Rather, by 
his own violence, he would convince 
us that he fears that competition and 
that would awaken interest in his 
competitor’s wares rather than in his 
own.” 

“We, the representatives of stock in- 
surance, know the worth of our 
wares. We know the financial strength 
of our companies, the traditions they 
have built through years of dealing. 
We know the service that we, as 
agents, render our clients; the influ- 
ence that we, as producers, have with 
our companies. We know the advan- 
tages of stock insurance, and we 
know that our policies contain no 
trick clauses but, rather, are designed 
to give the assured the full protection 
that experience has shown to be nec- 
essary.” The letter concludes that it 
is therefore the duty of the agent to 
be in position to otter brief consist- 
ent testimony, restricted to points of 
real importance to the buyer, of the 
relative advantages of stock insurance 
and mutual insurance, 

In any field the mutuals will be 
glad to welcome competition on such 
terms. 

ee @ 


Insurance Journalist Dies 
\ND EDITORS OF TILE IN- 
SURANCE TRADE PRESS, AT A RECENT 
meeting held in New York City, 
adopted the following resolution : 


PUBLISILERS 


Resolved: We learn with sorrow of 
the death of our beloved and esteemed 
fellow worker in the field of insur- 
ance journalism, Franklin Webster, 
who occupied a high place in journal- 
istic achievement and was a leader in 
movements for the betterment of the 
business of insurance. 

\s an editor and publisher he showed 
courage, initiative and enterprise. He 
gave the full measure of his talents 
and knowledge for the common good 
of underwriting in all its branches. 
His contribution was frequently rec- 
ognized by honors conferred upon 
him in the form of posts of leader- 
ship, and he was consulted by insur- 
ance officials of the various depart- 
ments of the business because of his 
broad contacts and intimate knowl- 
edge of trends of thought affecting 
insurance. His judgment and wis- 
dom on such occasions were much 
prized and gained for him the con- 
fidence of leaders of the business. 


He was a man of decided convictions 
and he advocated them strongly; he 
was scholarly, thoughtful, dignified, 
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invariably courteous, and his asso- 
clates and friends will remember him 
as a thorough gentleman. 


Louisiana Insurance 


Commission 

\. E. BLACKMAR, OFFICE MANAGER OF 
THE LOUISIANA INSURANCE COMMIS- 
sion since its organization in 1926, 
has resigned, effective December 31st. 
Mr. Blackmar stated he had com- 
pleted a law course and his resigna- 
tion is not political. 


FIRE 
NEWS 


R.F.C. to Aid G. & R. 


\FTER \ CONFERENCE BETWEEN PRESI- 
DENT ROOSEVELT, SUPERINTENDENT 
Van Schaick of New York, and 
Chairman Jesse H. Jones of the Re- 
construction Finance Corporation, it 
was announced that $3,500,000 of 
lederal Funds will be furnished to 
aid in the reorganization of the Globe 
& Rutgers lire Insurance Company. 
l‘unds are to be made available by the 
Reconstruction Finance Corporation 
to be used in the purchase of $3,500,- 
000 preferred stock in the reorganized 
company on condition that a_ like 
amount of junior preferred Stock is 
purchased by others, including credi- 
tors, and $500,000 as new cash capital 
is furnished by others than the credi- 
tors. “From available information it 
appears that $7,500,000 new capital 
will put the company in a sound con- 
dition,” Chairman Jones said, ‘‘and 
enable it to re-enter the field of writ- 
ing fire insurance.” 


It was explained that the corpora- 
tion, under the Reconstruction § I*i- 
nance Corporation Act, is given 
authority to lend funds to anyone on 
adequate security when it is to be 
used in purchasing stock in re-organ- 
ized institutions. It has been noted, 
however, that in the case of bank re- 
organizations the corporation — fre- 
quently purchases preferred stock 
itself. Under the arrangement in the 
first case those who purchase first pre- 
ferred stock in the insurance company 
from loans granted by the R.F.C. 
will in turn deposit the preferred 
stock with the R.F.C. as security for 
the loan. This method is followed, 
it is understood, because other insur- 
ance companies who have reinsured 
themselves through Globe & Rutgers 
are the largest class of creditors of 
the concern, 





Farm Fire Loss Lower 

CHE FARM FIRE PROTECTION COMMIT- 
TEE OF THE NATIONAL FIRE PROTEC- 
tion Association estimates that the 
annual farm fire loss in the United 
States this year will be approximately 
$100,000,000 or $20,000,000 lower 
than last year. A joint meeting with 
the Agricultural Committee of the 
National Fire Waste Council was held 
in which all of the problems of farm 
fires were considered. Among the 
insurance men present were James 
Slocum, secretary of the Pioneer Re- 
serve Mutual Fire of Detroit; I*. HI. 
Cornell, farm manager of the Home 
of New York; R. I. Vernor of the 
Western Actuarial Bureau; H. I. 
Cooper, Secretary of the National 
Association of Mutual Insurance 
Companies ; C. E. Parks, Farm Man- 
ager of the National of Hartford, and 
W. Ee. Straub, President of the l'arm- 
ers Mutual of Lincoln, Nebr. 

Mr. Parks reported as chairman of 
the Committee on Protective and 
Preventive Appliances and Methods. 
He recalled that members of the 
arm Association have granted a 
credit for approved lightning rods, 
spark arrestors, and approved roofs, 
and in a very few’ states for installa- 
tion of electric lights. He pointed out 
the credit for master labor lightning 
rods is double that for the ordinary 
rods. The matter of electric light 
credit is still in its infancy, but Mr. 
Parks expressed the belief that in due 
time this credit will be extended. He 
said no credit is being allowed for fire 
extinguishers. It was his opinion that 
if the use of approved extinguishers 
could be popularized by having mem- 
bers of the 4-H club introduce them 
to the farm communities the burning 
ratio might be reduced. 

eee 


Ask Higher Fire Rates 


\ PETITION FOR INCREASED FIRE IN- 
SURANCE RATES IN LOUISIANA HAS 
been presented to the Louisiana In- 
surance Commission. The petition 
asks that the Commission provide 
such increase in the rates which would 
avoid repetition of the nine million 
dollar underwriting losses of the past 
five years. Instead of the five per 
cent profit permitted under the Louis- 
iana Insurance Law the underwriting 
loss has been about nineteen per cent, 
and the petitioners, who consist of 
two hundred stock companies, asked 
that the Commission refer their re- 
quest to the Louisiana Rating and 
lire Protection Bureau with the di- 
rection “to investigate, ascertain, and 
fix such rates as will yield to the com- 
panies an underwriting profit of 5% 
on their business in Louisiana.” With- 





drawal of companies from the State, 
the petitioners stated, would mean 
loss of employment and a shortage of 
the supply of insurance to safeguard 
credit. 

eo @ @ 


Useful a W.A. Funds 


THE GREENSBORO, NORTH CAROLIN.\ 
CHAMBER OF COMMERCE IAs. RE- 
ported an unusual and effective use 
of Federal relief funds to Chairman 
Fleming of the Committee on lire 
Prevention of the National Fire Pro- 
tection Association. The report fol- 
lows in full: 
“We recruited about ten or twelve 
former insurance inspectors, contrac- 
tors, and salesmen who were out of 
work, paying them with Federal relief 
funds-—-gave them a week’s instruction 
under the Chief of the Fire Depart- 
ment in the Building Code, the fire 
laws, and the zoning ordinances and 
with appropriate publicity for a back- 
ground to prepare the lield sent them 
out as ‘fire hazard counsellors.’ These 
men went into every residence in the 
City of Greensboro, went through the 
building with the owner or tenants, 
pointed out fire hazards such as shin- 
gle roofs, faulty wiring, bad plumb- 
ing, bad heating, etc., etc. They did 
not go as inspectors but as ‘counsel- 
lors,’ pointing out to the owner or 
tenant that deficiencies discovered 
should be reduced as they might cause 
the loss of property or the loss of Ife. 
As a final question they were asked if 
they would like to consult with some- 
body qualified to reduce the hazards 
discovered and where the answer was 
‘ves’ these prospects were classified and 
listed and sent in bulletin form to all 
our bona fide contractors, builders’ and 
supply dealers, to be followed up by 
their salesmen. It is estimated that 
the campaign provided 44,000 man 
hours of work for the unemployed, 
but quite as important was the fact 
that it reduced a great many fire haz- 
ards. Many shingle roofs were re- 
placed and a great deal of faulty elec- 
tric wiring was corrected. The total 
cost of the project to the Chamber of 
Commerce was only about $25.00.” 


N.F.P.A. Directors Meet 


HE MIDWINTER MEETING OF THE 
BOARD OF DIRECTORS OF THE NATION- 
al lire Protective Association will be 
held on January 20. Members wish- 
ing to submit matters for the consid- 
eration of the Directors were asked 
to place their communications in the 
hands of the Managing Director be- 
fore January 1. 

Among the items to be considered will 
be the program of the 28th annual 
meeting of the Association to be held 
in Atlantic City the week of May 14. 


60 Day Rule Unchanged 


THE EXECUTIVE COMMITTEE OF THE 
NATIONAL BOARD OF FIRE UNDERWRIT- 
ers has decided to make no change at 
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the present in the sixty day loss pay- 
ment rule, but to give the subject 
further study. Stock company opin- 
ion on this subject has been divided 
for months. Some executives would 
like to have the recommendation res- 
cinded as they think the occasion for 
adopting it—the bank moratorium— 


is now ancient history and a_ stock 
company following the recommenda- 


tion is at a disadvantage in competi- 
tion with those who pay losses im- 
mediately upon accepting the proof 
of loss. On the other hand there are 
executives who believe that the prac- 
tice of withholding payment for sixty 
days causing the public but little 
hardship has a material influence in 
reducing losses. 
ee @ 


Prevention Drive in Tenn. 
\ TENNESSEE MANUFACTURERS 
CIATION WILL CONDUCT A VIGOROUS 
state-wide fire prevention campaign 
after the first of the year. Discuss- 
ing plans for the coming campaign 
Secretary Gilbert says: 


ASSO- 


“We want to start the campaign with 
a bulletin to every manufacturer in 
the State in order that every execu- 
tive of an industrial plant will begin 
thinking in terms of fire prevention. 
Later on, we hope to hold a series of 
public meetings over the State to be 
attended by foremen, superintendents 
and other employces of the various 
plants, in order that we might drive 
home to them the lesson of fire preven- 
tion.” 


During International l‘ire Prevention 
Week this year, nearly 500 member 
industries of the Tennessee Manufac- 
turers Association reported no fire 
losses. 


ee @ 
November Fires Low 


THE NATIONAL BOARD OF FIRE UNDER- 
WRITERS REPORTS THAT NOVEMBER 
fire losses in the United States totaled 


$22,454,200. This was an increase 
of 4.6% over the losses of October, 
but a decrease of 27.9% from the 
losses in November, 1932. For the 
first eleven months of 1933 the losses 
amounted to $290,271,294, a decrease 
of nearly $113,000,000 as compared 
with the corresponding period last 
year. Every month of this year has 
been below the corresponding month 
of 1932, but the improvement is espe- 
cially noticeable since spring. 
ee @ @ 


Less Canadian Fire Loss 
THE VERY FAVORABLE FIRE EXPERI- 
ENCE OF THE UNITED STATES DURING 
1933 has been duplicated in Canada 
and it is expected that the figures for 
the year will show a decrease of ap- 


proximately 20% in the amount of 
loss. Up to and including December 


6th it is estimated that fire losses have 
aggregated $20,767,875.00 as com- 
pared with $24,769,340.00 for the 
corresponding period of last year. It 
is entirely possible that the record for 
the entire year will be even better, 
since the November losses were over 
$200,000.00 less than those for 1932. 


eo @ 6 
Attacks Fire Rates 
A. BP. LANG, SECRETARY OF THE INSUR- 
\NCE BUYERS ASSOCIATION IN SAN 
l‘rancisco, declares that the fire in- 
surance companies of the United 
States should immediately reduce 
their rates by some two hundred mil- 


lion dollars because fire losses during 
the first ten months of 1933 declined 
28% from the comparable 1932 pe- 
riod and 29% from the same period 
in 1931. This suggestion was made 
in a signed article in a recent issue of 
the San Francisco Examiner. 

wa lang, who is a former insurance 
company field man, several years ago 
directed a lively campaign charging 
that the fire insurance companies 
were profiteering at the expense of 
the public, and urging state rating. 
The campaign was unsuccessful but 
Mr. Lang seems to have retained his 
original ideas unimpaired. tle has 
been one of the leading spirits in the 
Insurance Buyers \ssociation of San 
l‘rancisco, which has recently Leen 
criticizing the stock companies for 
their failure to adapt their insurance 
contracts to the needs of the insuring 
public. 

ee @ 


Minnesota Mortgages 
THE UNITED STATES SUPREME 
BY \ DIVIDED DECISION OF 
four has declared the Minnesota 
mortgage moratorium law  constitu- 
tional. Chief Jystice Hughes wrote 
the majority opinion which was con- 
curred in by Justices Brandeis, Stone, 
Roberts and Cardozo. Those dissent- 


COURT 
FIVE TO 


ing were Justices Sutherland, Van 
Devanter, McReynolds and Bulter. 


is of especial interest as 
indicating a probable line up of the 
Court on NRA matters which may 
seek its approval on the ground of 
emergency. 


The case 


Saxaphone Rates Raised? 
THE LONG ANTICIPATED RATE REVI- 
SION ORDER TO APPLY IN THE FIELD 
of the musical instrument all risk poli- 
cies became effective January Ist, s« 
far as members of the Inland Marine 
Underwriters Association are con- 
cerned. 
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Minimum premium for non-profes- 
sionals is now $10.00 instead of $5.00, 
and for professionals $15.00 instead 
of $10.00. 


Up to $499.00 the new rates are: 
Non-professionals, 24%, and _ profes- 


sionals 34% : $500.00 to $1,499.00, 
non-professionals 142 %e, profession- 
als 2'4% $1,500.00 to $1,999.00, 


non-professionals 1'4% and profes- 


sionals 1% % ; $2000.00 to $4,999.00, 
non-professionals 90c, professionals 
114% ; $5,000.00 to $7,499.00, non- 
professionals 75c, professionals 75c ; 
$7,500.00 to $15,000.00, non-profes- 
sionals 62'4¢, professionals 62'’c. 
Those are the rates for the broad 
form. The limited form is sold at a 
discount of 10% Risks involving 
values in $15,000.00 may 
be submitted for special rates and 
conditions, otherwise the rates apply- 
ng to a valuation of $15,000.00 will 
be charged. 


excess of 


Orchestras, bands, and similar 
groups, the instruments of which are 
owned by the individual members, 
take the regular rate and minimum 
premium as if individually insured. 

Risks involving 
chestras, 


duly organized 
bands or similar organized 
(where the instruments are 
not owned directly or indirectly by 
the individual members) may be 
written under a single schedule pol- 
icy at the rate applying to the total 
amount of the schedule. 


CASUALTY 
NEWS «+> 


Finds Rate Violations 


\S THE 


or- 


ure Ips 


RESULT OF \N LNVESTIGATION 


INTO TILE UNDERWRITING PRACTICES 
of the United States Branch of the 
Car and General Insurance Corpora- 


Ltd., 


( COTE S. 


tion, Superintendent of Insur- 
ance Van Schaick has 
found that the company wilfully vio- 
lated Sections 141 and 141-b of the 
Insurance Law in underwriting nine 
automobile insurance policies and has 
been grossly careless in its handling 
of claims. 

Superintendent Van Schaick has ask- 
ed Attorney General John J. Ben- 
nett, Jr. to bring an action for a pen- 
alty against the company for its 
wilful non-compliance with its rate 
filings. The company was directed to 
exercise greater care in underwriting 
its business in the future and was 
warned that the continuance of care- 
less handling of claims will be deemed 
to be indicative of wilful intent to 
violate its filed manual rates. 





JouRNAL oF AMERICAN INSURANCE 


N. Y. Bank Fidelity Rates 


SUPERINTENDENT OF 
GEORGE 5 


INSURANCE 
. VAN SCHAICK HAS DIRECTED 
that a downward adjustment be made 
in a proposed rate schedule for bank 
fidelity insurance filed with the State 
Insurance Department by the Towner 
Rating Bureau. The schedule called 
for a material increase in present 
rates and this was found unwarranted 
in view of the actual experience in 
the State of New York. Superinten- 
dent Van Schaick’s decision follows: 
“On May 5, 1933 the Towner Rating 
Bureau submitted to the Insurance De- 
partment for filing a proposed sched- 
ule of premium rates for bank fidelity 
insurance coverage involving a mate- 
rial increase in the premium rate 
charge. 
“Following a study of the new filing 
and the statistical and experience basis 
underlying it, a hearing was held on 
October 5, 1933, pursuant to the pro- 
visions of Section 141-b of the Insur- 
ance Law, and in particular, subdivi- 
sion 6 thereof. 


“The evidence submitted at the hear- 
ing disclosed that while the country- 
wide experience on this type of cover- 
age produced an unfavorable loss 
ratio, the experience in the State of 
New York had been very favorable 
and did not warrant the proposed 
increase. 

“| therefore find that the bank fidelity 
rates, as provided in Towner Rating 

Sureau Bulletin No. 5988, will pro- 
duce an excessive and unreasonable 
profit, and direct that an adjustment of 
these rates be made.” 


G. A. Randolph Dies 


G. A. RANDOLPH, WHO IAS) REPRE- 
SENTED THE FEDERAL HARDWARE AND 
Implement Mutuals and the Hard- 
ware \lutual Casualty in Virginia for 
nineteen years, died suddenly on De- 
cember 8. He was very well known 
among mutual insurance men and his 
loss will be deeply felt by all who 
knew him. Tor ten years he was a 
member of the Federal Triangle 
Club, and he was active up to the day 
of his death. 


Liberal Collision Decision 
IT ILAS BEEN HELD THAT THE OWNER 
OF \ TRUCK WHICH WAS WASHED 
away by a river which had overtlowed 
its banks can collect under his auto- 
mobile collision policy. The case in 
question came up in the Superior 
Court of King County, Seattle, 
Washington, under the following set 
of circumstances. The owner of the 
truck was driving on a rainy night 
and in a certain part of the road the 
river had risen over a foot above the 
road level. He slowed down and was 
the 


plowing along when suddenly 





truck settled into a hole. As the water 
was still rising the owner abandoned 
it and it was washed away. 
The judge rendered the following in- 
structions to the jury which, if in- 
terpreted and verified by the Supreme 
Court, would probably broaden the 
coverage of the collision policy : 
“You are instructed that water is an 
object within the meaning of the pol- 
icy sued on in this case and a collision 
of the motor truck with water would 


be a collision within the meaning of 
this policy. 

“And in such case the truck may be 
standing still and the water with which 
it collides may be in motion. If you 
find from the evidence that the plain- 
tiff’s truck was lost by reason of the 
accidental striking or dashing of water 
violently against said truck, proxi- 
mately causing said truck to be car- 
ried away and lost, the striking or 
dashing of said water against said 
truck would be a collision within the 
meaning of the policy.” 


Boiler U. & O. Cut 20% 


THE BOILER AND MACHINERY DEPART- 
MENT OF THE NATIONAL BUREAU OF 
Casualty & Surety Underwriters has 
announced a reduction of approx- 
imately 20% in boiler use and oc- 
cupancy rates effective on and after 
February Ist. The reduction gives 
the public the benefit of the very 
favorable experience in this line. 

The action follows a two-day meet- 
ing of the governing committee held 
in Boston at which time the present 
rates were carefully analyzed and it 
was decided to make a_ reduction. 
Three years ago the rates were sub- 
stantially reduced and since that time 
the additional business secured by the 
companies together with the improve- 
ment in the loss ratio caused by the 
accident and prevention campaign has 
allowed a further reduction. 
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New Jersey Comp. 


Investigation 
SUGGESTIONS FOR CHANGING 
WORKMEN’S COMPENSATION 
New Jersey were made at a hearing 
held January 8th. The proposals 
were offered by Dr. David A. Kraker, 
chairman of a subcommittee of the 
welfare committee of the Medical 
Society of New Jersey. He recom- 
mended that the employer or carrier 
discontinue the treatment of compen- 
sation injuries or occupational dis- 
eases and the substitution of cooper- 
ative medical supervision. Complete 
separation of the legal and medical 
questions pertaining to claims also 
was advocated. 


THE 
LAW OF 
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To 


the Uninitiated It Is Inconceivable That 
Almost Every Minute of Every Day There Are 


Fires Starting Somewhere 

















A Viewpoint Which is Contrary 
to the Opinion Usually Accepted 
_as Orthodox on this Subject 


ARE UNEARNED PREMIUMS TRUST FUNDS? 


GLANCE at the financial state- 

ments of insurance companies 
transacting a fire or casualty busi- 
ness will reveal that the item desig- 
nated ‘“‘Unearned Premiums,” or 
“Unearned Premium Reserve,” is 
usually the largest or second to the 
largest single amount listed in the 
“Liabilities” column. In the case of 
the larger companies, the unearned 
premium reserve amounts to many 
millions of dollars, and the aggregate 
for all insurers in the United States 
must reach a staggering figure. Be- 
cause of the large sums involved, if 
for no other reason, the unearned 
premiums of an insurance carrier de- 
serve consideration as a matter of 
paramount importance. It is only 
natural, therefore, that one should 
expect to discover certain generally 
accepted and well-established prin- 
ciples defining the nature and pur- 
pose of the unearned premiums and 
the unearned premium reserve. Pre- 
cisely the reverse, however, is sur- 
prisingly the case. Discussions of the 
subject are characterized by an air 
of doubt and uncertainty, and viewed 
collectively, testify to a remarkable 
diversity of opinion. The mischief 
worked by so unsatisfactory a state 
of affairs need not be dwelt upon. 
Greater confusion could scarcely re- 
sult were bank executives and. state 
supervisory officials to confess that 
they were unable to agree upon the 


By JESS H. ROSENBERG 
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nature of a Lank’s liability for de- 
posits. 

Yet, despite the diversity of opin- 
ion regarding the essential character 
of the unearned premiums, there is 
one cardinal principle upon which all 
the conflicting views, whether repre- 
sented by state insurance commis- 
sioners, company executives or pro- 
fessors, appear to agree, and that is, 
that the unearned premiums consti- 
tute “trust funds” held by the carrier 
for the benefit of its policyholders. 
It is indeed regrettable that the in- 
surance world should have chanced to 
achieve unanimity of thought upon 
this particular point, since, as the 
following paragraphs are intended to 
demonstrate, the idea that unearned 
premiums are “trust funds” is abso- 
lutely erroneous, and founded upon 
nothing more substantial than an un- 
questioned, persisting tradition. 

Let it be said that the writer’s brief 
goes deeper than a mere quarrel with 
conventional nomenclature. It  in- 
volves a quarrel with the erroneous 
conception of the nature and purpose 
of unearned premiums and the un- 
earned premium reserve, which has 
prompted their conscious and de- 
liberate characterization as “trust 
funds.” Very briefly, that conception 
may be summarized as follows: Un- 


earned preniuums constitute a sepa- 
rate and distinct fund, to be used 
solely for the purpose of protecting 
unmatured policyholders. Should the 
insurance carrier become insolvent, 
the unearned premiums will be used 
for the exclusive protection of the 
trust beneficiaries (holders of un- 
matured policies), to the disregard of 
all other policyholders and creditors. 
We shall now see to what extent this 
conception of the unearned premiums 
and the “reserve” for unearned pre- 
miuins, is justified, either as a matter 
of fact or as a matter of law. 
ee @ 

bb quote a recognized authority 

on the law-of receivership :' “We 
must distinguish between a claim that 
is a trust and a claim that is merely an 
indebtedness. A trust must be at- 
tached to or be imposed upon specific 
property, an indebtedness or a liabil- 
ity to account for a certain sum of 
money is a different thing.” We see, 
therefore, at the very outset that the 
unearned premiums of an insurance 
carrier fail to satisfy the fundamental 
basis of a “trust.” Certainly, insur- 
ance companies, upon collection of 
premiums in advance, do not. set 
apart the unearned portion, preserve 
it in a separate account, and earmark 
it either for the benefit of the indi- 
vidual who has paid his particular 
premium, or for unearned-premium 
claimants as a group. Indeed, the 

11 CLARK on RECEIVERS (2d ed.) 936. 











12 


most vigorous proponents of the 
trust-fund appellation, in the very 
breath in which they designate the 
unearned premiums as a trust fund, 
frankly confess that the premiums 
are commingled with the other assets 
of the company and are used pri- 
marily for the payment of losses and 
expenses. Even if we assume, for 
the sake of argument, that the law 
requires that unearned premiums be 
maintained as a trust fund, that very 
purpose would be vitiated by the 
manner in which they are actually 
dealt with by the companies. In or- 
der for the beneficiaries of a trust to 
reclaim their trust property upon the 
insolvency of the trustee, they must 
be able to trace or identify their spe- 
cific property in the hands of the 
trustee. This, of course, is manifestly 
impossible, in the case of unearned 
premiums, because of the manner in 
which the premiums, as they are paid 
in, are indiscriminately commingled 
with the assets of the company and 
expended for many other purposes 
besides that of repayment to assureds 
of the unearned premiums, upon can- 
cellation of their policies. 

Perhaps a good deal of the con- 
fusion is directly attributable to the 
practice of comparing the payment 
in advance of premiums to an insur- 
ance company, as a “deposit” by the 
assured with the company. The mere 
designation of a payment of premium 
as being analogous to a deposit, is 
unobjectionable in itself, even the 
Supreme Court of the United States 
having found the analogy useful? 
The trouble arises from the general 
failure to recognize that the ordinary 
deposit (in a bank, for example) 
does not create a trust, but merely a 
general indebtedness. Thus, when 
one deposits money in a bank, the 
hank is not placed under an obliga- 
tion to lock the money in a vault ; but 
is permitted to make that deposit a 
part of its general assets, for use in 
the regular course of its daily busi- 
ness, whereupon it becomes liable to 
the depositor as for a general indebt- 
edness. Of course, one may, by enter- 
ing into a special agreement with the 
bank, create a so-called “special de- 
posit” whereby the bank is not per- 
mitted to mingle the funds with its 
general assets, and therefore, should 
the bank become insolvent, it must 
return the specific money or property 
to the special depositor, regardless of 
how much or how little the general 
depositors or creditors of the bank 
will receive in dividends, out of the 
bank’s general assets. There is noth- 
ing, however, in the ordinary agree- 
ment between policyholder and in- 


2See N. Y. 


24, 34 (1876). 


Life Ins. Co. v. Statham, 93 U. S. 
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surer which leads to such a result. 
Probably no insurance company 
would consent to an arrangement 
whereby it would be obliged to keep 
the unearned premiums of a particu- 
lar policyholder separate and apart 
from its other funds, to be used for 
no other purpose but the protection 
of that particular policyholder, either 
by refunding the unearned premium 
upon cancellation, reinsuring his risk, 
or some other manner. 


ee @ 

T may be suggested, however, that 

the existence of a statute expressly 
prescribing that insurance carriers 
shall hold unearned premiums “in 
trust” for unmatured policyholders, 
would result in rendering our general 
discussion purely academic. So, a 
critic may call our attention to the 
generalization of a former insurance 
commissioner of the State of Wis- 
consin, to the effect that, with respect 
to fire insurance companies, “the stat- 
utes of most states provide that a 
company shall hold as a deposit in 
trust for the assured, for which he 
shall have a preferred claim, a pro 
rata part of the premium paid.” * 

In our effort to ascertain the valid- 
ity of such a generalization, and, if 
found true, the effect of such statutes 
upon our general thesis, let us seek 
the enemy upon his home ground, 
and examine first the Wisconsin stat- 
ute.t’ lirst of all, we note that the 
Wisconsin statutory provision is per- 
missive only — a fire insurance car- 
rier may escape its requirements by 
a mere endorsement to that effect on 
the policy. But, upon further inquiry, 
we learn that fire insurance com- 
panies doing business in Wisconsin 
pay small heed to the provision men- 
tioned, and, withortt bothering to ex- 
empt themselves from its require- 
ments by endorsement on their poli- 
cies, proceed to deal with unearned 
premiums as though no such provi- 
sion existed. In other words, pre- 
miums are commingled with the gen- 
eral assets, which are then used for 
meeting expenses and paying loss 
claims, as well as for reimbursement 
of assureds for the unearned pre- 
mium, upon cancellation of their poli- 
cies. The result is, as has been de- 
clared above, that the purpose of the 
statutory requirement that the un- 
earned premium be held “in trust” is 
vitiated. The “trust funds” can no 
longer be identified as such, after such 
indiscriminate commingling. Legisla- 
tive fiat cannot make of a thing that 
which it is not. 


3 Hon. Platt Whitman in (1921) Proc. Nai. Conv. 
Ins. Commr’s, p. 188. 
4 WISCONSIN STAT. (1929) §203.05. 


2 


5 Supra note 3. 


But, we may be asked: Do not fire 
insurance carriers expose themselves 
to the possibility of prosecution for 
violation of the Wisconsin statute, 
since they are not holding the un- 
earned premiums “in trust”? The 
answer is “No,” since, as the statute 
is interpreted by the Wisconsin In- 
surance Department, the requirement 
that the unearned premiums be held 
“in trust,” is merely so much ver- 


biage. Although this may seem 
strange, the Department is, in all 


probability, correct in assuming that 
the Legislature did not mean what it 
said in prescribing that unearned pre- 
mitins be held “in trust.” The writ- 
er’s reasons for this conclusion will 
become apparent after a brief di- 
gression into the distinction between 
a “trust claim” and a “preferred 
claim.” 
ee @ 

NE who possesses a trust claim, 

has a claim against certain spe- 
cific property belonging to him but 
which is in the hands of a trustee. 
Such property never belonged. to the 
trustee, and therefore, upon the lat- 
ter’s insolvency, does not become a 
part of the assets of the insolvent es- 
tate, available for distribution to gen- 
eral creditors. A trust claimant, there- 
fore, who is successful in tracing his 
particular property or money, neces- 
sarily obtains more than the general 
creditors of an insolvent, who will 
only receive fractional dividends upon 
their claims. Quite different in prin- 
ciple, however, from a trust claim is 
the ordinary “preferred” claim, or 
one entitled to “priority.” Examples 
of such claims are those of the United 
States Government for taxes, and 
those of laborers for their unpaid 
wages, by virtue of certain statutes. 
These “preferred” claims do not have 
as their basis a right to specific prop- 
erty, but, because of the statutory re- 
quirement, are paid in full out of the 
general assets of the insolvent estate, 
before any payment is made to the 
general creditors. Although the dis- 
tinction, once explained, is simple to 
understand, seldom are those who 
do understand its significance, suffi- 
ciently precise in their language to 
avoid confusion. .\s a result, the care- 
less habit has developed of using the 
terms “trust claim” and “preferred 
claim” as synonymous, to which habit, 
it appears, even the framers of the 
Wisconsin Statute had become ad- 
dicted. Thus, we are probably justi- 
fied in concluding that the Wiscon- 
sin Legislature intended to provide 
merely that upon insolvency of cer- 
tain fire insurance carriers, unearned- 
premium claimants should be entitled 
to receive payment out of the assets 








‘of the company before any payment 
is to be made to other creditors—in 
other words, they shall have a “pre- 
ferred claim.” However, because of 
the frequent association in the not- 
too- accurate legal mind of the terms 
“preferred claim” and “trust,” the 
Legislature, without intending to 
compel fire insurance carriers as go- 
ing concerns, to earmark unearned 
premiums as “trust funds,” juxta- 
posed the requirement that the un- 
earned premiums be held “in trust.” 
Returning, now, to the assertion ° 
that “the statutes of most states” re- 
quire that unearned premiums be 
held in trust, and upon insolvency, 
claimants for unearned premiums 
shall have a preferred claim: the 
writer has been unable to discover the 
existence of a statute in any state, 
other than Wisconsin, which either 
proclaims that unearned premiums he 
held “in trust,” or grants a priority 
to claimants for unearned premium, 
upon the insolvency of the insurance 
company. Of course, the writer lays 
no claim to infallibility, and it is al- 
ways possible that one or two such 
provisions may have escaped his at- 
tention, because of their location in 
some obscure, out-of-the-way corner 
of the statute books. Nevertheless, 
even allowing a margin of error for 
possible oversights, it appears that 
the Wisconsin statute, establishing 
unearned-premium claims as pre- 
ferred, stands quite solitary and com- 
panionless, and what the Commis- 
sioner assumed was a law of uni- 
versal prevalence, is in reality a pe- 
culiar, local one. Indeed, it might be 
mentioned at this point, that, far from 
the universality of statutes giving 
claimants for unearned premiums a 
preferred claim, under the statutes of 
a few states (for example, Massa- 
chusetts,® Missouri,? and Ohio *) 
claimants for unearned premiums are 
actually deferred and subordinated to 
loss-claimants, upon insolvency of 
the insurer. 
ee ®@ 
NOTHER source of confusion 
is the rather common practice, 
in statutes, of using the terms “un- 
earned premium reserve” and “rein- 
surance reserve,” interchangeably. 
Some statutory provisions, prescrib- 
ing the liabilities which must be set 
up by an insurance carrier, sometimes 
designate the liability measured by 
unearned premiums, as one “for re- 
insurance.” This practice has fostered 
the theory viewing the purpose of the 
reserve, as being not so much the es- 
tablishment of a trust fund, out of 
*MASS. GEN. LAWS (1932) ch. 175, $46. 


™MO. REV. STAT. (1929) $595. 
’ OHIO GEN. CODE (Page, 1926) §634-8. 
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which payment of unearned premium 
claims may be made, upon cancella- 
tion of policies, but, rather, the estab- 
lishment of a trust fund for the pur- 
pose of reinsurance of the unexpired 
risks. 

The Attorney-General of the State 
of New York, in an opinion rendered 
more than a quarter of a century ago,” 
ruled that the assets of an insolvent 
insurer could be used for the rein- 
surance of unmatured policy obliga- 
tions, on the theory that the unearned 
premiums of an insurance carrier 
constitute a “trust fund” for the pur- 
pose of protecting unearned-premium 
claimants. A reading of the opinion 
reveals that the learned Attorney- 
General shared the popular miscon- 
ceptions of the nature of unearned 
premiums. From the comparison to a 
“deposit,” of the advance payment of 
premium to an insurance carrier, he 
immediately jumped to the conclusion 
that the unearned premiums are 
“trust funds” and claimants therefor 
are preferred, upon the insolvency of 
the company. As we have demon- 
strated above, such reasoning is a 
clear non-sequitur and has no legal 





A Case in Point—Demonstrating the 
Reason for Adequate Auto Coverage 


whatsoever. As an additional 
prop, however, upon which to support 
his conclusion, the Attorney-General 
pointed to the statutory provision '” 
authorizing the receiver of an in- 
solvent insurance corporation to re- 
insure “all of the policy obligations” 
ina solvent insurer. But it is believed 
that in this argument the learned At- 


basis 


*Op. N. Y. Att’y. Gen. (1906) p. 556. 
10N. Y. Insurance Law §23 (repealed in 1932). 
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torney-General fell into two errors, 
one of fact and one of law. The 
factual is the assumption that un- 
earned premiums constitute a separate 
and distinct fund, and hence when re- 
insurance is effected, all that takes 
place is a transfer of those specific 
moneys to the reinsurer. The legal 
error is the assumption that the 
phrase in the statute, “all of the pol- 
icy obligations” refers only to claims 
under unmatured policies for un- 
‘arned premiums, but excludes obli- 
gations of the company for unpaid 
losses. 

Whether the assets of an insolvent 
insurance carrier are used, first of all, 
for refunding to claimants who have 
not sustained a loss, their pro rata 
unearned premium, or whether un- 
‘arned-premium claimants are pro- 
tected by use of the assets for the 
reinsurance of their obligations, it is 
clear that they are being accorded a 
preference over all loss claimants and 
other creditors, who must then con- 
tent themselves merely with dividends 
out of the remainder. Such a prefer- 
ence is diametrically opposed to the 
fundamental maxim of Equity, that 
in the distribution of an insolvent es- 
tate all should share on an equality. 
Unless the statute is clear beyond 
question that one group of creditors 
be preferred over another, such re- 
sult should ordinarily not be per- 
mitted, 

ee @ 


LTHOUGH, up to this point, 
we have tried to concentrate 
mainly upon proving the non-trust 
character of the unearned premiums 
of an insurance company, the discus- 
sion has necessarily been interwoven 
with the demonstration of the fallacy 
of calling the unearned premiums a 
“fund.” The common error of re- 
garding the unearned portion of pre- 
miums collected, as a fund, is 
probably largely due to the failure to 
comprehend the meaning of the term 
“reserve.” Many are misled by the 
belief that a “reserve” is either itself 
a specific fund, or necessarily imports 
maintenance of a specific fund. Such 
a notion is entirely erroneous.  re- 
serve, as every accountant will agree, 
and as some statutes appreciate, is 
only a liability. In order to meet this 
liability, carriers should have suffi- 
cient general assets; but there is no 
specific fund, set apart and ear- 
marked, to correspond to this “re- 
serve,” any more than a specific fund 
is set apart to meet other general lia- 
bilities, or the reserve for losses, re- 
serve for contingencies, etc. 
We may summarize our conclu- 


(Continued on Page 24) 
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National Surety Rehabilitation Upheld 


Hi plan under which the Na- 

tional Surety Company was 

taken over for rehabilitation by 
Superintendent of Insurance George 
S. Van Schaick on April 29, 1933, 
was upheld Dec. 8 by the \ppellate 
Division, First Department, in a 
unanimous decision, The opinion was 
written by Justice Francis Martin and 
concurred in by Presiding Justice 
edward R. Finch and Justices Edgar 
S. KX. Merrell, James ©’Malley and 
Irwin Untermyer. 

The effect of the decision, accord- 
ing to Superintendent Van Schaick, is 
not only to ratify the plan which had 
been originally approved by Justice 
\lfred [Frankenthaler of the New 
York Supreme Court, New York 
County, but also to assure continu- 
ance of the rehabilitation program 
which has been under way since last 
\pril. The creation of the National 
Surety Corporation as an important 
phase of the rehabilitation program 
is thus approved by the Appellate 
Division. 


The Kenlon Coal Company, Ince. 
had appealed from an order entered 
by the Supreme Court denying its 
application for an order to modify 
the rehabilitation order. The appel- 
lant particularly sought to have 
stricken from the order the authority 
given the Superintendent of Insur- 
ance to adopt the plan, to enjoin the 
execution thereof and to require the 
reconveyance of all assets transferred 
in connection with the organization of 
the National Surety Corporation. 
The questions hefore the Appellate 
Division, according to the opinion, 
were whether the plan should be al- 
lowed to operate subject to certain 
reservations in the form of protective 
modifications in detail or whether the 
operation of the plan should be en- 
joined and the National Surety Com- 
pany thrown into liquidation. 


\fter pointing out that the Super- 
intendent of Insurance has had for 
vears the right to rehabilitate insur- 
ance companies under Section 63 of 
the Insurance Law which was re- 
pealed in 1932 when the present 
\rticle XI of the Insurance Law re- 
lating to rehabilitation and liquida- 
tion of insurance companies was en- 
acted, the Court held the present re- 
habilitation provisions to be consti- 
tutional. 


It was stated that the Legislature 
had the power to permit the Superin- 
tendent of Insurance to liquidate or 
rehabilitate insurance companies but 
the extent to which that power shall 


be used must be supervised by the 
courts. 


“Rehabilitation under the direction of 
the court may not be set aside,” the opinion 
declared, “unless there is proof of abuse 
of discretion or gross inequity. Much of 
the recent Federal and State legislation 
and administrative acts such as the Recon- 
struction Finance Corporation to assist 
banks, mortgage loans institutions and 
other classes of financial and commercial 
organizations, and the Home Loan Act, 
have all been designed to prevent liquida- 
tion, thereby mitigating the rigors of the 
depression. 

“The Superintendent of Insurance chose 
to rehabilitate the old National Surety 
Company by approving the organization of 
the new corporation and by exercising his 
powers as its statutory receiver in so far 
as its frozen assets were concerned. He 
acted under Article XI, Insurance Law, 
and Chapter 40, Laws of 1933, which are 
valid enactments. It is well settled that 
the legislature may enact a_ statute in 
broad outline, leaving to the executive to 
arrange the details.” 


New York Explains 


Hie New York 

partment has issued detailed 

instructions to all insurance 
companies and societies authorized to 
transact business in the state on the 
correct method of valuing securities 
in the annual statements. The data 
given is intended to simplify the task 
of the company accountants and it is, 
of course, merely an interpretation of 
the resolution of the National Con- 
vention of Insurance Commissioners 
on the subject, which was adopted by 
Superintendent Van Schaick. 


insurance de- 


This letter follows in full: 


To all insurance companies and_ societies 
under the jurisdiction of the New York 
State Insurance Departnient. 


a 


alues of bonds and stocks in December 
31, 1933 statements. 

This Department is forwarding here- 
with a copy of the set of resolutions 
adopted by the National Convention of In- 
surance Commissioners on December 5th 
and 6th, 1933, relative to the valuation of 
securities. 

The Convention Book of Security Val- 
ues prepared in accordance with such reso- 
lutions will be forwarded on or about 
January 25, 1934, to each insurance com- 
pany and society which owns a sufficient 
number of bonds or stocks and the values 
therein contained should be used for the 
columns in parts 1 and 2 of Schedule D 
of the 1933 statement which are headed 
“Rate used to obtain Market Value” and 
“Market Value” of each security owned, 
except for bonds and stocks acquired since 
June 30, 1931, or if acquired by exchange 
for the betterment of a company’s port- 
folio since December 31, 1932, for which 
different valuation bases are provided. 

In preparing part 1 of Schedule D for 
filing with this Department, the amortized 


The Court stated that “while it is true 
that one creditor or a few creditors may 
not be entirely satisfied, numerous other 
creditors and those dealing with the Na- 
tional Surety Company will most likely be 
saved millions of dollars by the method of 
rehabilitation proposed by the Superinten- 
dent of Insurance. The plan suggested 
seems feasible and to be for the benefit of 
all concerned, especially the creditors.” 
Judge Martin said that in order to safe- 
guard the rights of the creditors, the for- 
mation of a new company may have been 
required so that a very valuable good will 
and profitable business might be saved 
from ruin. 


It was pointed out that in most cases of 
rehabilitation the Court must rely to a 
great extent on the Superintendent of In- 
surance, who has the facilities to acquire 
information with reference to details. By 
a wide exercise of the power granted by 
the Statute, the Court continued, the Sup- 
erintendent may remove many of the con- 
ditions which brought about the necessity 
for rehabilitation as well as the people 
responsible therefor. The salaries and 
other remuneration may be properly regu- 
lated and the assets of the company other- 
wise safeguarded. 


Valuation Formula 


value, either on the Scientific or the Pro 
Rata basis, should be entered in the col- 
umn headed “Amortized or Investment 
Value” for each bond which meets the 
requirements for amortization set forth in 
this circular. The basis for the values to 
be entered in this column for bonds ac- 
quired by exchange is given later in. this 
circular. The Convention Value should 
he entered in this column for all bonds 
which are not amortizable. The total of 
this column in part 1 of Schedule D 
should be used in connection with the total 
of the Market Value column in part 2 of 
Schedule D in calculating the amount to 
be entered under Non Ledger Assets or 
Deduct Assets Not Admitted. 


Amortized Values 


In the column in Part 1 of Schedule D 
headed “Amortized or Investment Value” 
the amortized values should be entered for 
the following bonds: 


The bonds of the United States Gov- 
ernment, of states, countics and civil 
subdivisions thereof, the Canadian 
Government, provinces and civil sub- 
divisions thereof or other bonds which 
have any of the ratings hereinafter set 
forth: 


By 
Standard By By By 
Statistics Moody Fitch Poor 
A-1 plus AAA AAA A** and up 
\-1 AA AA A* 
A A A 
B-1 plus BAA BBB B** 
B-1 BA BB B* 


The foregoing ruling shall not apply to 
any bonds, including bonds of any states, 
counties, provinces and_ civil divisions 








es 
AS 
a 
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thereof, which are in default as to principal 
or interest on December 31, 1933. 

Real estate bonds amply secured and not 
in default as to principal or interest shall 
also be valued on the amortized basis. 


ee @ @ 
Exchange of Securities for Betterment 


of Portfolio 


CTION 18 of the Insurance Law was 
amended early this year by the addi- 
tion of the following provision: 


“Provided, however, where a bond 
or evidence of debt, amply secured and 
not in default as to principal or inter- 
est, has been acquired by a corpora- 
tion as the result of an exchange of 
securities and the superintendent of in- 
surance has determined such transac- 
tion to be an exchange and to be for 
the betterment of the corporation’s 
portfolio and has given written approv- 
al thercto, the purchase price of such 
bond or evidence of debt shall be 
deemed to be the value of the securi- 
tics exchanged therefor as shown in 
the last preceding annual statement of 
the corporation filed with the superin- 
tendent of insurance.” 


The amortized value of any amortizable 
bond acquired in exchange in 1933 which 
mects the foregoing requircments may 
carry an amortized value in the 1933 state- 
ment based on the value allowed in the 
1932 statement for the bond disposed of in 
connection with the exchange. Attention 
is called to the fact that the amendment 
applies only if the company has received 
this Department’s written approval as re- 
quired by the statute above quoted. In 
Part 1 of Schedule D, an identification 
mark should be made against such ex- 
change and an explanatory note with the 
same mark written or printed at the foot 
of Part 1 of Schedule D. 

The amortized value in the 1933 schedule 
of any amortizable bond acquired in ex- 
change prior to 1933 should be based on 
the market quotation on the date of ac- 
quisition. 

In preparing the values to be entered in 
the column headed “Market Value” in 
Schedule D, parts 1 and 2, for bonds and 
stocks acquired in exchange prior to Jan- 
uary 1, 1933, the values given in the Con- 
vention Book for those bonds and stocks 
acquired should be used. For those ac- 
quired in exchange during 1933 the values 
given in the Convention Book to be used 
in January 1934 may be used but not to 
exceed the Convention values of the secu- 
rities disposed of. 

Paragraph numbered “3” of the resolu- 
tions adopted on December 5th and 6th, 
1933, does not apply to amortized values. 
The amortized values are not to be en- 
tered in Schedule D, part 1 for any bonds 
which are in default on December 31, 
1933. 

Any company claiming a bond or a stock 
was received in 1933 as an exchange for 
the betterment of its portfolio will be re- 
quired to file, with the regular 1933 state- 
ment, a separate supplementary schedule in 
quadruplicate, giving the full description 
of each bond or stock disposed of and each 
hond or stock acquired in each exchange, 
the date of disposal of the old bond or 
stock, the actual cost, book value, par 
value, value carried in the 1932 statement, 
date of acquisition of the old bond or 
stock; the date of acquisition and actual 
market quotation value at date of acquisi- 
tion, the book value, par value and values 
carried in the Market Value and Amortiz- 
ed Value Columns of the 1933 Schedule D 
for the new bond or stock, the name and 
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location of the party through whom the 
old bond or stock was disposed of and 
through whom the new bond or stock was 
acquired. 

Life insurance companies desiring to 
take advantage of the paragraph in the 
Resolution adopted by the National Con- 
vention of Insurance Commissioners with 
respect to allowing such companies to use 
the cost or book values of stocks, may do 
so if they desire instead of actual exchange 
quotations or convention values, providing 
they furnish this Department. 

(a) A computation showing that the 
earnings on their total portfolio of 
sound stocks were in excess of the 
amount required to produce a rate 
on their book or cost value of such 
stocks, whichever is used, in ex- 
cess of the rate required by the 
company to maintain the reserve 
on its outstanding policy obliga- 
tions. 

(b) The same computation with re- 
spect to such stocks for each of 
the precedine five years. 


ee @ ®@ 
Contingency Reserve 


TTENTION is directed to the resolu- 

tion adopted by the Convention call- 
ing for the maintenance of a reserve for 
fluctuations in the quotations on bonds and 
stocks. Any such reserve should be con- 
fined to bond and stock values and be en- 
tered under “Liabilities” with the descrip- 
tion of that reserve confined to “Contin- 
gency Reserve” with the following excep- 
tions: 

Any company whose “Contingency 
Reserve” is the actual difference be- 
tween the amortized values on amor- 
tizable bonds plus the values on the 
hasis of the Convention resolutions for 
all other bonds and for stocks; minus 
the actual December 31, 1933 market 
quotations on all bonds and_ stocks 
owned may use the description “Con- 
tingency Reserve, representing differ- 
ence between value carried in assets 
and actual December 31, 1933 market 
quotations on all bonds and_ stocks 
owned.” 

Any company whose “Contingency 
Reserve” is the actual difference be- 
tween the values on the basis of the 
Convention resolutions for all bonds 


not amortizable and for stocks ; minus 
the actual December 31, 1933 market 
quotations on such bonds and_ stocks 


mav use the description “Contingency 
Reserve, representing difference be- 
tween values carried in assets for non- 
amortizable bonds and for stocks and 
actual December 31. 1933 market quo- 
tations on such bonds and stocks.” 


Advertisements of Financial 
Condition 

TTENTION is called to the require- 
ments of Sections 44. 45, 47 and 48 of 
the Insurance Law. Note particularly that 
all statements shall he filed in duplicate. 
each verified bv the oath of at least two of 
the principal officers: that thev shall be in 
the form prescribed by this Department 
and that every advertisement or public an- 
nouncement and every sign, circular or 
card issued by any insurance corporation 
or association. except anv life insurance 
cornoration. shall correspond with the last 
verified statement made by it to this Tn- 

surance Department. 

George S. Van Schaick, 
Superintendent of Tnsurance 
of the State of New York. 
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1934 Legislative Schedule 


HERE are still 11 Special Ses- 
sions working and 10 Regular 
Sessions to start early in 1934. Be- 
low is list of both the Regular and 
Special Sessions now scheduled: 
REGULAR SESSIONS 
Kentucky Jan. 2 


Louisiana May 14 
Massachusetts Jan. 3 
Mississippi Jan. 2 
New Jersey Jan. 9 
New York Jan. 3 
Rhode Island Jan. 2 
South Carolina Jan. 9 
Virginia Jan. 10 
U. S. Congress Jan. 3 


SPECIAL SESSIONS 


Colorado Jan. 3 
Illinois Jan. 3 
Iowa Jan. 2 
Michigan Jan. 3 
Missouri Jan. 2 
Montana 

Ohio Jan. 30 
Washington Jan. 3 
West Virginia Jan. 3 
Wisconsin Jan. 3 
Wyoming Jan. 3 


Mutual Advertising 
Committee Meeting 


The Advertising Committee of the 
Federation of Mutual Fire Insurance 
Companies recently held a meeting 
at which J. J. Fitzgerald was re-elect- 
ed chairman, The body is composed 
of J. J. Fitzgerald, Secretary of the 
Grain Dealers National Mutual Fire 
Ins. Co., of Indianapolis; T.. G. Pur- 
mort, Secretary of the Central Manu- 
facturers Mutual Ins. Co., of Van 
Wert, Ohio; L. A. Mingenbach, Vice- 
President of the Hardware Dealers 
Mutual Fire Ins. Co., Stevens Point, 
Wis.: H. M. Richmond, United Mu- 
tual Fire Ins. Co., of Boston, and 
Len K. Sharp, of the Mill Owners 
Mutual Fire Ins. Co., Des Moines. 

The committee, in a joint meeting 
with the committee representing the 
National Association of Mutual Cas- 
ualty Companies, the National Asso- 
ciation of Automotive Mutual Insur- 
ance Companies, consisting of John 
L. Train, Chairman; C. E. Wood- 
ward representing S. Bruce Black 
and James S. Kemper, considered the 
new proposed National advertising 
campaign of the American Mutual 
Alliance Companies for the year 
1934. The campaign, which will stress 
stability and savings, will be extended 
in its scope during 1934 through the 
addition of several publications and 
some change in others and an especial 
appeal will be made to further inter- 
est of the so-called small risk in both 
the fire and casualty fields to the ad- 
vantages of the mutual form of pro- 
tection. 
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“What The Company 
Expects of its Agents. 


HERE is always something of 

exceptional merit in “The Mu- 
tual Forum,” of which J, J. litzger- 
ald is the Editor. Thus we are pleased 
to call attention to the article with 
the above title, written by Mr. litz- 
gerald, and which appeared in a re- 
cent issue of his interesting publica- 
tion. For cogent thought and vigor- 
ous manner of expression we com- 
mend to our readers this lively dis- 
cussion of a topic much in the mind 
of the insurance public. 


667 1 seems to me before we can arrive at 

| any satistactory answer, we must Iirst 
establish the position of the party of the 
second part. Let us admit at the beginning 
that there is some slight degree of op 
probrium attached to the term “Insurance 
Avent.” Right or wrong, the public hardly 
views his call’ng as one of the leading pro- 
fessions and for that, of course, the busi 
ness in many respects is to blame. We all 
know that too many failures in other lines 
have sought refuge in insurance and that 
the business all too often has been cheap- 
ened by those seeking patronage as men 
dicants rather than as salesmen. We know, 
of course, the public has a wrong impres- 
sion of the business as a whole. Never 
theless, the Insurance Agent does not oc 
cupy the position to which his knowledge 
and industry entitle him. 

“L am speaking of the Stock Company 
Agent because in my opinion “Insurance: 
Agent” and “Mutual Insurance Agent” are 
separate and distinct callings. The “Insur 
Avent,’ speaking generally again, 
looks to the public rather than to the com- 
pany for his daily bread and for that rea 
certain antagonism exists between 
him and his company. By the very nature 
of his calling, he is on the side of the pub- 
lic. Where he handles claims he is always 
generous: in cancellations he favors the in- 
sured, frequently to his own disadvantage ; 
in matters of rate he is on the lookout for 
a reduction, whether justified or not. Such 
an attitude of mind always calls for com- 
promises, and compromises eventually 
weaken the character of the one making 


them. 
6¢6F DO not wish to leave the impression 

I that the “Mutual Insurance Agent” is 
wholly pure. There is a selfish side to our 
business because it is a human institution 

even Mutual representatives must eat. 
But even so, the underlying principle under 
which Mutual Insurance operates is that 
of Service rather than of Profit. This idea 
of service is one that animates the entire 
Mutual system—not service on the part of 
the agent to the public nor of the company 
to the agent. but service in its broadest 
sense in which all three—company, agent, 
and insured—work to a common end; and 
that is the reduction of cost through the 
reduction of loss. 

“Now when we view the business of In- 
surance in this light, we begin to see that 
the Mutual Insurance Agent occupies an 
entirely different position than does the In- 
surance Agent. His is not the selfish job 


ANCE 
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of trying to benctit the pubic at the ex- 
pense of the company—and in reality at 
his own expense if he could but see it 
but one of rendering service to company 
and public alike to the end that both may 
be treated justly and equitably. If he is 
intrusted with the adjustment of losses, it 
is his duty to sce that the insured receives 
every penny he is entitled to but not one 
cent more. In the matter of rates, it is 
his duty to inspect the properties under 
his supervision in order that the insured 
may receive credit wherever he is entitled 
to it. In other words, the Mutual Insur- 
ance Agent is something more than a mere 
“commission merchant,” his office is in fact 
a branch of the company’s office and he is 
charged with the duty of rendering to the 
insured the same type of service that the 
company would be expected to render 
were it on the ground. 

“This may be reaching for an ideal that 
is far distant, but it is the ideal that Mu- 
tual Insurance must-scek if it is going to 
supplant Stock Insurance as we all expect 
it to do some day. Where the ‘Mutual In- 
surance Agent’ looks upon his calling as 
that of an ‘Insurance Agent’ only and con- 
ducts his affairs accordingly, his position 
is untenable and there can be no future for 
him, because if Mutual Insurance is un- 
able to reduce the insurance cost by a re- 
duction in both losses and expenses, there 
would seem to he no good reason for its 
continuance 
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“Ss ) then, when we get down to a speci- 
fic answer to the subject of ‘What 
the Company Expects of Its Agents,’ we 
have got to start off by saying: First, that 
he must understand above all that he is a 
‘Mutual Insurance Agent’ and not an ‘Tn- 
surance Agent;’ and that it is expected of 
him that he shall not only imbibe the spirit 
that animates Mutual Insurance, but be 
prepared through intelligent study of his 
work to spread it among his policyholders. 
Second, he must understand that he is in 
effect a representative of both the company 
and its policvholders, and he must be pre- 
pared always to deal fairly and equitably 
with all that concerns their affairs. When 
he favors one above the other, he ceases 
to he a proper representative. 

“It is the proud boast of the Mutual 
Insurance companies that they are acting 
as trustces of the funds of their policy- 
holders and are, therefore, bound by the 
strict code that governs all trusteeships. 
We must remember, then, that not only 
the company but the Mutual Insurance 
Agent is also a trustee and funds in his 
possession must be handled with due re- 
gard to their ownership. When we preach 
the doctrine of honesty, we are bound to 
practice it. I need not say that in too 
many instances premiums in the hands of 
agents are often sidetracked on their way 
from insured to company; but we cannot 
tolerate any such methods in Mutual In- 
surance. The ‘Mutual Insurance Agent’ 
who intends to continue in business must 
get it into his head first and last that the 
capital required to operate his agency must 
be furnished by himself, and that it is a 
betrayal of his trusteeship where the 
premiums of the policyholder are used for 
that purpose. 


“This is my answer to your letter in a 
broad way. Bringing it down to everyday 
details, | would say that the agent enhances 
his standing and leaves the impression that 
he is the type of representative we are all 
looking for when he (1) pays his balances 
promptly and in accordance with his con- 
tract; (2) answers correspondence prompt- 
ly; (3) is careful not to overline his com- 
pany and give quick notice when he binds 
in excess of net retention; (4) always re- 
members that incorrectly written contracts 
are the source of many controversies; (5) 
follows his instructions closely with regard 
to lines, classes, etc.; (6) runs his office in 
a business-like way; (7) plays no favor- 
ites but treats all the companies in his of- 
fice on an equality; (8) gives his company 
the benefit of the doubt when risks offered 
him are close to the borderline; (9) re- 
members always that he is a ‘Mutual In- 
surance Agent’ and not an ‘Insurance 
Agent.’ ” 

ee °@ 


To Reduce Auto Thefts in 
Chicago 

A determined drive is being made 
to clear up the automobile theft situ- 
ation in Chicago. The January grand 
jury was charged by Chief Justice 
Finnegan of the Criminal Court 
specifically to investigate automobile 
larcenies, thefts and stripping. He 
also charged the jury to go into the 
operations of receivers of stolen cars. 
Another new development is a special 
court to try auto theft cases exclu- 
sively, which opened with about 
twenty cases on its docket. In a pre- 
liminary statement Judge Joseph A. 
Graber, who will preside, said: 
“Teverything else has been tried in the 
effort to stop automobile thefts except 
enforcement of the law.” Another 
most important part of the drive is 
the new certificate of title law which 
requires adequate evidence of owner- 
ship before transfer can be made and 
also provides for licensing of dealers 
in used cars, parts and automobile 
accessories. It also requires permis- 
sion from the Secretary of State be- 
fore a car can be junked for its parts. 
This provision also specifies that 
when once junked a car cannot be 
resold because the certificate of title 
is cancelled. 
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WHOA, JACKIE! 

A small boy, leading a donkey, passed 
by an army camp. A couple of soldiers 
wanted to have some fun with the lad. 

“What are you holding on to your 
brother so tight for, sonny?” said one of 
them. 

“So he won’t join the army,” the young- 
ster replied, without blinking an eye —Thy 
Baptist. 


WHEN THE FAVORITE FLOPS 
“Isn't it dreadful? The minister’s son 
has decided to become a jockey. He was 


to have been a minister, you know.” 
“Well, he'll bring a lot more people to 
repentance than he would as a minister.” 


Wall Street Journal, 
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To the Hazard of Fire in a Place of Public 


Gathering Is Added the Imminent 
Danger of. Panic 











Method by which Cinema House 


Owners Can Reduce Budget for 
Adequate Fire Coverage 


COST OF INSURING MOVIE THEATRES 


HE average business man con- 

siders the cost of fire insurance 

as anon-productive charge upon 
the earnings of his enterprise which 
he dare not discontinue for fear of 
a serious property loss which might 
easily destroy his business. His chief 
problems in connection with it are to 
see that his property is adequately 
covered by properly written insur- 
ance contracts, and that the amount 
expended in premiums is kept at the 
lowest possible level. Motion picture 
theatre owners, straining every effort 
to reduce expenses, must, therefore, 
have read with interest the recent 
article in the \/otion Picture Herald 
by C. H. Gray, titled “lifteen Mil- 
lion Too Much for Insurance,” with 
its implication that their fire insur- 
ance costs could and should be cut 
in half. 


rom his analysis of the insurance 
problems facing the motion picture 
industry, it was apparent that Mr. 
Gray felt that the cost of insurance to 
the theatre owner was excessive. His 
principal contention was that the mo- 
tion picture theatre was a better risk 
than the insurance underwriters were 
willing to admit, at least in their 
rating schedules, and that the lack of 
complete loss records of the various 
types of theatres made it impossible 
for the theatre owners to prove their 
point. The manner in which rates 
are determined was thoroughly ex- 
plained and discrepancies revealed be- 


By MARTIN CULLERTON 


tween the tating schedules used in 
various locations, with consequent 
differences in the final rates on similar 
risks. A second line of attack on the 
problem of lower rates had as its 
basis the acknowledged principle that 
lower losses would be followed by 
lower rates and that the amount of 
loss sustained could be greatly re- 
duced if theatre owners generally 
were to make use of the fire preven- 
tion measures already developed and 


tested by experience. 
THEATRE owner whose at- 


A tention had been caught by the 


arresting title and who had hoped to 
find in it some concrete plan for 
lessening his own burden of insur- 
ance costs must have laid down the 
magazine with a feeling of disap- 
pointment. If his building was fairly 
new, constructed in accordance with 
modern standards, and he had al- 
ready taken adequate steps to protect 
his property against fire, \Ir. Gray 
offered him no relief, except through 
a protest to the rating organizations 
which alone were capable of carrying 
out the reforms which Mr. Gray had 
advocated. [Even if the suggestions 
made were adopted by these company 
controlled organizations, it would be 
years before sufficient data would 
have been gathered on the loss cost 
of the various classifications of mo- 


tion picture theatres to indicate the 
correct rate level. Left with the feel- 
ing that the rates were excessive but 
that the situation was beyond his con- 
trol, he probably damned the insur- 
ance companies a few times and for- 
got it. We raise the question again 
at this time, not to rub salt in his 
wounds or to differ from the conclu- 
sions reached by Mr. Gray, but. to 
point out that there is a method by 
which moving picture theatre owners 
may reduce the cost of their insur- 
ance ‘coverage without any sacrifice, 
in quality or extent, of the protection 
which they receive. It is a method 
now followed by hundreds of large 
and small exhibitors throughout the 
country ; a method which will not be 
effective in some distant future, but 
now; one that calls for no knowledge 
of involved rating schedules and for 
no protest to rating bureaus. .\ll that 
is necessary is the adoption of mutual 
fire insurance. 


Mutual fire insurance does not hold 
out to the motion picture industry 
any possibility of saving $15,000,000 
a year in insurance costs. It does hold 
out to the owner of a modern, well 
constructed building, designed for 
motion picture purposes with proper 
precautions to safeguard the property 
against fire, the certainty of a reduc- 
tion of at least 20 to 25% in his fire 
insurance costs. It will give him this 
saving in the form of a dividend paid 
at the end of the policy term without 
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lessening in the slightest degree the 
amount or the quality of, his present 
insurance. The coverage under his 
mutual policy contract will be as 
broad if not broader than that given 
by the stock company. He will re- 
ceive advice and help from a com- 
petent engineering staff in planning 
and carrying out measures designed 
to lessen the fire hazard, and such 
measures will be properly compen- 
sated for in the rate charged. Faced 
with such an alluring prospect the 
theatre owner will probably hesitate, 
reasoning somewhat as follows: “The 
stock fire insurance companies, who 
charge the same rate as the mutual 
companies, contend and prove that 
their underwriting profit is sel- 
dom higher than 5%, and in many 
years they sustain an underwriting 


loss rather than an underwriting 
profit. How then can these mutual 


companies, who insure approximately 
the same risks, hope to avoid the 
same experience? If they have the 
same experience, how can they pay 
a dividend of 25% without impair- 
ing their solvency ?” In the remainder 
of this article we hope to consider 
intensively the factors which explain 
why dividends can be paid by a mu- 
tual fire insurance company, a project 
which will take us rather deeply into 
the interior mysteries of fire insur- 
ance. 


A mutual fire insurance company 
is a corporation owned and operated 
by its policyholders, but vet a dlis- 
tinct corporate entity apart from its 
members. It is organized under and 
is subject to the general corporation 
and insurance laws of the states in 
which it operates. The corporation 
assumes the insurable hazards of its 
members — policyholders — charging 
them a premium and returning to 
them at stated periods the savings 
which are effected by the careful 
management of the company. There 
are no shareholders in a mutual fire 
insurance corporation. A board of 
directors is elected by vote of the 
policyholders and in its turn chooses 
officers to actively manage the affairs 
of the corporation. 


HE first fire insurance company 

in the United States was a mu- 
tual, founded in Philadelphia in 1752 
by a group of prominent citizens, 
among whom was Benjamin Frank- 
lin. This company, the Philadelphia 
Contributionship for the Insuring of 
Houses from Loss by Fire, is still in 
active operation today. At the present 
time there are 31 mutual fire insur- 
ance companies over 100 years old, 
whose continued success would ap- 
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parently prove the soundness of the 
principles upon which they have been 
organized. At the close of 1932 mu- 
tual fire insurance companies had 
approximately $37,000,000,000 of in- 
surance in force and collected more 
than $125,000,000 in premiums from 
their millions of policyholders. 

Mutual fire insurance companies on 
the whole fall in three general classes. 
There are: 


1. The companies comprising the group 
known as the Associated Factory Mutuals, 
most of which have their headquarters in 
New England. These ‘companies insure 
only the very finest type of risk, with 
complete automatic sprinkler installations 
a requirement in nearly all instances. The 
deposit premiums charged by these com- 
panies are much higher than would be 
charged by either the advance premium 
general writing mutuals, the next class to 
be considered, or the stock companies, 
with the result that their loss and expense 
ratios are very low and their dividends 
high. They maintain a joint inspection and 
engineering service which is nationally 
known for its researches in the field of 
fire prevention and for the very practical 
work which it does to lessen the fire 
hazards in the properties insured by the 
policyholders of the member companies. 

2. The advance premium general writ- 
ing mutual companies, a group comprising 
those mutual fire insurance companies in 
which the premium paid at the inception 
of the policy is practically the same as 
that of the stock companics. These com- 
panies build and maintain legal reserves 
and have, during the years of their oper- 
ation, accumulated very substantial sur- 
pluses. They pay a dividend to their 
policvholders, which is a refund of that 
portion of the premium not needed for 
the payment of losses or the expenses of 
doing business. Like the Factory Mutuals. 
thev are particular in their selection of 
risks and they also are active in fire pre- 
vention work. It is with this class of 
mutual fire insurance companies that the 
average theatre owner places his insurance. 

3. The so-called farm or assessment 
mutual fire insurance companies. Thev 
confine their operations almost exclusively 
to the insurance of farm buildings and 
property in rural communities. Known in 
general as the farm mutuals, they have a 
splendid record and now write over 60% 
of the farm fire risks of the country, 
furnishing protection at a cost not ap- 
proached by any other carrier specializing 
in farm risks. For the most part these 
farm companies do not charge their poli- 
evholders a predetermined premium, but, 
instead, make an assessment on_ policv- 
holders at regular intervals to provide the 
income sufficient to take care of actual 
losses and expenses. The farm mutuals 
as a rule make no attempt to create or 
carry a surplus, collecting only what is 
needed to mect claims against them. 


e @ ®@ 
T is a basic mutual principle to 
indemnify policyholders for their 
losses at the lowest possible cost to 
those insured. Knowing from ex- 


perience that the level of losses fluc- 
tuates from vear to vear, a surplus 
is built up by the company for the 
dual purpose of providing protection 
against a major catastrophe and of 


leveling off fluctuations in the net 
cost of insurance, a larger contribu- 
tion being made to the surplus of the 
company when underwriting results 
have been unusually favorable instead 
of increasing dividends. In a broad 
sense, insurance of all kinds is funda- 
mentally mutual in nature. In any 
type of insurance carrier, the funds 
to pay losses, to create reserves, to 
provide a surplus against the years of 
abnormal losses, to pay dividends to 
stockholders, or savings to policy- 
holders, are supplied by the premiums 
paid by the insured. The mutual com- 
panies state, and their experience of 
over 180 years would apparently 
bear them out, that invested capital 
is not necessary to the safe conduct 
of an insurance company. The rates 
charged by fire insurance companies 
develop premiums which in the hands 
of skilled management are more than 
adequate to care for losses and ex- 
penses, leaving a margin to cover the 


hazard of a conflagration or very 
severe losses, and if such a_ con- 


tingency does not materialize, for con- 
tribution to surplus and return to 
policyholders in the form of a return 
premium or dividend. 


This background is given for the 
indirect light it throws upon the 
question at issue. Obviously, the 
payment of dividends to policyholders 
does not weaken a company when 
there are well over a score of mutuals 
which have returned part of the pre- 
miums collected to their members for 
over a hundred years. It is also im- 
portant that the basic principles on 
which a mutual operates be clearly 
understood, so that the dividends will 
not be regarded as an indirect way of 
cutting rates, but as an integral part 
of the mutual plan. A mutual com- 
pany without competitors, as the 
Philadephia Contributionship was in 
the first years of existence, would pay 
dividends just the same, if the pre- 
miums received from policyholders 
were not entirely used for the pay- 
ment of losses and expenses. 
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I. now have pointed out why 

the mutual companies pay divi- 
dends, and that they have paid them 
in some cases for over a hundred 
years, but we have still to inquire as 
to how a mutual company operating 
under the same conditions as a stock 
company can manage to do so. The 
reason is very simple. The mutual 
fire insurance companies can pay 
dividends because their losses and 
expenses are both substantially lower 
than those of the stock companies. 
For proof of this fact we must go 
to the statistics of the fire insurance 
business. 








Those fire insurance companies 
authorized to transact business in 
Connecticut for example, handle over 
80% of the total volume of fire in- 
surance transacted in the United 
States. The 1933 report of the Con- 
necticut Insurance Department gives 
us very detailed information on the 
operations of both stock and mutual 
companies during 1932. From it we 
glean the following interesting in- 
formation. 

The stock companies had a ratio of 
losses incurred to premiums earned 
of 51.3% and a ratio of expenses in- 
curred to premiums earned of 45%. 
This means that of every dollar in 
premiums earned by the stock com- 
panies during 1932, 96.3c was needed 
to pay for the losses and expenses 
incurred, leaving a margin of 3.7c 
as underwriting profit. The mutual 
companies, on the other hand, had a 
ratio of losses incurred to premiums 
earned of 30.9% and a ratio of ex- 
penses incurred to premiums earned 
of 28.1%. Of every dollar of pre- 
miums earned by the mutual com- 
panies operating in Connecticut there 
was needed only 59c to pay for losses 
and expenses incurred, leaving a 
margin of 4lc. These figures for the 
mutuals include those of the asso- 
ciated factory group, whose very low 
ratio of losses and expenses incurred 
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to premiums earned should be given 
large credit for this sensational show- 
ing. Taking the figures of the mutual 
companies with the omission of those 
in the associated factory mutual 
group we find that they had a loss 
ratio on the same basis of 41.6% and 
an expense ratio of 35.2%. These 
companies, therefore, needed 76.8c 
out of every dollar of premiums 
earned to pay their losses and ex- 
penses incurred. They had left, how- 
ever, 23.2c as an underwriting profit 
as compared with the 3.7¢ which re- 
mained in the stock companies’ cof- 
fers. There is a spread between the 
two groups of companies, therefore, 
of almost 20c in favor of the mutual 
underwriters in every dollar of pre- 
miums. 

It is clear, therefore, that the mu- 
tual companies, including the asso- 
ciated factory group had 41c left out 
of every premium dollar for the pay- 
ment of dividends while, excluding 
the factory mutuals, the others had 
23.2c for the payment of dividends. 
The usual mutual fire insurance com- 
pany pays a much higher dividend 
than 23% of the premiums, however, 
and the deficiency must be made up. 
This was done, not upon drawing 
upon surplus, but by using for that 
purpose part of the investment in- 
come of the company. The mutual 
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companies doing business in Connecti- 
cut had an income from other sources 
besides premiums which amounted to 
12.8% of their premium volume even 
in 1932. The greater portion of this 
was from interest and rents, which 
amounted to approximately 10% of 
the premium volume of these com- 
panies. The 23.2% underwriting 
profit, plus the 12.8% earned on in- 
vestments gave the mutual companies 
on the average 36% of their premium 
volume for the payment of dividends, 
an amount which is obviously ade- 
quate to pay the normal dividends of 
a mutual company and still allow a 
contribution to surplus. It is true 
that the stock companies also earn a 
substantial amount on their invest- 
ments in the form of interest, rents 
and dividends, but such investment 
returns, because of established prac- 
tice, are not considered in computing 
rates and the funds received by a 
stock company from such sources are 
either turned into surplus or used to 
help pay dividends to stockholders. 
ee e@ @® 

be further emphasize the differ- 

ence in the results secured .by the 
mutual and stock companies, con- 


sider that the mutual companies re- 
turned 87.5% of the premiums writ- 


(Continued on Page 23) 


The Public Too Little Realizes How Much Is Owed to the Prompt Efficient Work of Fire Departments 
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Investigation of New York 
Mortgage Situation 


He conduct and management of 

the New York Insurance Depart- 
ment in connection with the mortgage 
company rehabilitation proceedings is 
being investigated by George W. 
Alger, appointed a Moreland com- 
missioner by Governor Lehman. The 
investigation is being conducted at 
the request of Superintendent Van 
Schaick, who felt that this was the 
best method of answering the criti- 
cism which has been directed against 
the Department for its handling of 
the situation. Ilis letter to Governor 
Lehman reads in part: 

“From time to time I shall communi- 
cate with you further through interim re- 
ports keeping you informed as to the 
progress of the proceedings with especial 
reference to the matters referred to in 
your letter and in answer to your question 
as to further assistance by you. As to 
the investigation of improper practices | 
shall also confer with the Attorney Gen- 
eral to see if the matters disclosed call 
for appropriate action by him. I am in 
close personal touch with efforts at Wash- 
ington to provide some simple workable 
arrangement for advences to certificate 
and other guarantee holders. | am fully 
in accord with your expressions as to the 
imperative importance of speedy relief to 
the public in that respect. It is my belief 
that substantial progress is being made. 

“There is, however, a wider aspect of 
this whole matter that | want to lay before 
you at this time. The administrative pol- 
icy of this Department, so vast in its 
ramifications, together with the conduct 
and policy of this Department in the 
period prior to the rehabilitation program, 
is of vital public interest and concern. In 
addition to this the need of statutory re- 
vision to meet a new situation presented 
by the economic crisis in this field calls 
for searching and exhaustive study. 

“I most earnestly urge the exercise by 
you of your powers as Chief Executive 
under Section 8 of the Executive Law in 
the appointment of a Moreland Commis 
sioner for the purpose of examining and 
investigating the management and affairs 
of this Department in relation to this 
whole problem of the mortgage guaranty 
companies. The appointment of such an 
impartial Commissioner with ample facil- 
ities to make sweeping inquiry as to the 
administration of the Insurance Depart- 
ment in this field in the light of the 
powers given by statute and the facilities 
provided under the budget, for such con- 
structive action on your part and on the 
part of the Department as may be indi- 
cated, will be of inestimable public benefit. 

“T assure you that as your Superintend- 
ent of Insurance I would welcome the 
most thorough and sweeping investigation 
possible of the conduct and administrative 
policy of the Department.” 
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UPERINTENDENT VAN 
J SCHAICK’S action has been 
widely commended but among his 
critics are Max Steuer, acting for a 
rroup of certificate holders, and Sam- 


uel Untermyer who, as a self-ap- 
pointed crusader, has entered the 
fight on behalf of “all mortgagees.” 
Neither Mr. Untermyer nor Mr. 
Steuer has taken any decisive action 
which would lead to a court test on 
the powers of the Superintendent un- 
der the rehabilitation statute, but they 
have objected generally. 
Superintendent Van Schaick has 
made a number of interim reports to 
Governor Lehman on the rehabilita- 
tion proceedings in the title and mort- 
gage company field. The last of these, 
issued in the middle of December, 
showed definite progress in the reor- 
ganization of these companies. The 
report reads in part as follows: 
“Interest amounting to $22,254,- 
627.00 has been remitted to certifi- 
cate and mortgage holders since re- 
habilitation. The money now being 
collected from mortgagors is held in 
trust and remitted promptly. The 
present amount of outstanding guar- 
antees of the fourteen companies is 


now $1,901,084,318.00, a reduction 
of $761,123,782.00 since about a year 
ago. ‘The decrease in the number of 


outstanding guaranteed mortgages 
has been due to payment and releases. 
Most of the releases have been by 
insurance companies, savings banks, 
trust companies and other large hold- 
ers. There have been substantially 
no releases by certificate holders. This 
$761,123,782.00 of releases and pay- 
ments directly increases the partici- 
pation of the certificate holders in the 
assets of the company. 
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HE practice of the title and mort- 

gage companies prior to the bank 
holiday was to pay their investors inter- 
est upon the due date regardless of 
whether it had been collected from the 
mortgagors or not. Most of the interest 
paid to the investors was remitted prior 
to its collection from mortgagors. The 
increasing inability of mortgagors to meet 
their obligations and the fulfillment of 
the guarantees by the title companies prior 
to March, 1933, created severe drains on 
the cash resources of these companies and 
their assets became frozen in advances to 
holders of guarantees and real estate ac- 
quired in foreclosure proceedings. After 
March the companies were allowed to 
operate under restrictions which in sub- 
stance merely permitted them to pay out 
amounts that had been collected. Mort- 
gagors are not meeting their payments by 
any means as promptly as they did in nor- 
mal times; nevertheless, persistence of 
effort has resulted in the collection of a 
substantial part of overdue money. For 
example, of the interest due June 1, 1933, 
one company has collected in excess of 
94%, four companies in excess of 80% 
and all companies in excess of 50%. The 


percentages for the respective companies 

are as follows: 

Bond & Mortgage Guarantee Com- 
pany 

First Mortgage Guarantec & Title 


Gk race anaes EE eS SH 57.29 
Home Title Guaranty Company icra 94.2 
Lawyers Mortgage Company........ 87.01 
Lawyers Title and Guaranty Com- 

MONG I © usw x.had: gs phececera aie or eaieratacto: ose 54.5 
Lawyers Westchester Mortgage <n 
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Long Island Title & Guarantee Com- 
pany 
National Mortgage Corporation..... 59.7/ 
National Title Guaranty Co.........86.8 
New York Title & Mortgage Com- 
pany 
State Title & Mortgage Company. ..82.9 
Union Guaranty & Mortgage Com- 
RET conmackicountete scceuaes cis 6.0 SOD 
W estchester Title & Trust Company.58. 
“Foreclosures: This Department has 
been subjected to pressure from two 
sources in respect of its policy as to fore- 
closure. On the one hand holders otf 
guarantees are urging in practically all 
cases that where defaults exist the prop- 
erty should be taken away from home 
owners and others. On the other hand, 
home owners and other equity owners in- 
sist on a policy of leniency, so that they 
may save their homes and properties. Just 
where to draw the line in any particular 
case is a matter that involves the exercise 
of judgment based upon all of the facts 
in that case. I have adopted a policy in 
conformity with the philosophy laid down 
by you and the President of the United 
States in various statements uttered in 
respect to foreclosure proceedings. We 
are doing everything in our power to 
reconcile the conflicting interests in a hu- 
mane way that will be fair to all parties. 
“Corporate Reorganizations: Early this 
year we took up with you the necessity of 
legislation to protect certificate holders. 
The Legislature, on the basis of your mes- 
sage, developed that constructive piece of 
legislation known as the Schackno Bill 
(Chapter 745 of the Laws of 1933). Un- 
der that measure the holders of certificates 
of any one issue can organize to create a 
legal entity for the expression of the 
wishes of such certificate holders. Owners 
of whole mortgages have always been in 
a position where they could, to a great ex- 
tent, control the solution of their prob- 
lems. They could take the steps ordinarily 
available to the owner of a mortgage. 
Certificate holders of each issue unknown 
to one another were disorganized and scat- 
tered. Under the Schackno Bill, however, 
they now have the power to effect, through 
a corporation or other means, machinery 
where, by a vote of two-thirds of the hold- 
ers of each issue, any necessary steps for 
the protection of their security can be 
taken without frustration by minority 
groups. Certificates involving many mil- 
lions of dollars are already in the process 
of corporate formation. This involves 
many issues. The need for certificate 
owners organizing corporations is of 
course most apparent in those com- 
panies which had issued certificates not 
against single properties but against groups 
of properties. The creation of such a cor- 
poration in no way affects the guarantee. 
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= TOOK up with you some time ago 
the social and fiscal advisability of 
your urging on the Legislature a reduc- 
tion of the initial franchise tax which 


would now be levied upon each such mu- 
tual corporation under existing law. 
materially 


Such 


legislation would reduce the 








expense of the Schackno Bill proceedings 
and expedite the rehabilitation of certifi- 
cate issues. Such legislation would be in 


line with the statutory provision which 
was adopted after you had urged the 
waiver of mortgage taxes on transfers 


made in connection with the National pro- 
gram as indicated in the Home Loan Own- 
ers Bond Legislation. 
‘At the same time that the Department 
is protecting the assets underlying mort- 
gages held by certilicate and mortgage 
cain it is also preserving and reducing 
tu cash the general assets of each com- 
pany out of which the claims upon the 
guarantees now existing or hereaiter aris- 
ing will have to be paid. The general as- 
sets of these companies, preserved for 
creditors, involve substantial amounts of 
real estate and mortgages. 

“Examination as to Practices: Since the 
rendition of the last report, examinations 
have been conducted daily of former em- 
ployees and employees and officers of all 
the tithe and mortgage companies in re- 
habilitation. The books and records of all 
the companies are being examined by audi- 
tors for the purpose of investigating and 
determining not only the practices of the 
companies but what liability there may be 
on the part of the companies and_ their 
officials to creditors and the Rehabilitator. 


“Some of the suits instituted have re- 
sulted in settlements being — effected. 


Moneys have been coliecied and others are 
in the process of collection. It is hoped 
that substantial recoveries will be made for 
the benefit of creditors. 

“It is obvious that the primary duty of 
the Superintendent of Insurance as Ke- 
habilitator in this regard is to recover for 
the certificate holders and creditors any 
and all moneys that may be due them from 
any source whatsoever. 

“Loans on Certificates: One of the most 
difficult problems which concerns the De- 
partment is finding some means* whereby 
loans can be made to certificate holders 
in distress upon the security of their cer- 
tilicates. Many instances have come to 
the attention of the Department where in- 
dividuals have invested their life savings 
in certilicates or guarantced mortgages 
and the plight of some of these persons 
is distressing beyond words. At the pres- 
ent time there is no ready market for these 
certificates and the holders are unable io 
borrow upon them from commercial lend- 
ing corporations, even though the mort- 

gages underlying the certilicates are in 
saat standing and free from defaults. The 
Department is doing everything in its 
power to induce the Federal Government 
or some other agency to make loans of 
reasonable amounts upon the security of 
certificates, particularly in those instances 
where the certificate holders are in need 
of financial help. As yet | have nothing 
definite to report on this particular matter 
but I can assure you that nothing is caus- 
ing us more anxious thought and we are 
bending every effort to find some means 
of helping these people. 

“Judicial Decisions: The unanimous de- 
cision of the Appellate Division, First De- 
partment, handed down December &th, 
sustaining the rehabilitation plan devised 
by this Department in the National Surety 
Company case is most encouraging to 
those who are convinced that the conven- 
tional methods of winding up the affairs 
of delinquent insurance companies are 
wholly inadequate to meet the crisis which 
has arisen in connection with real estate 
in New York City. The well considered 
opinion of Mr. Justin Martin is a land- 
mark in the law on the subject of rehabili 
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tation and will serve as a valuable prece- 
dent. 

“The most signilicant etfect of the deci- 
sion is its justiication of the State in its 
program ot rehabilitating insurance com- 
pany and title and mortgage guarantee 
compames and thus falling in line with 
the efforts being made throughout the en- 
tire country to speed recovery. _ 

‘Tne Court likens the extraordinary de- 
mands which have been made upon the 
National Surety Company to ‘a run upon 
a bank,’ and compares the action taken to 
meet that situation with: 

‘Much of the recent Federal and State 
legislation and administrative acts, such 
as the Reconstruction Finance Corpora- 
tion, to assist banks, mortgage loan in- 
sutuuons and other classes of financial 
and commercial organizations, and the 
11ome Loan Act (which) have all been 
designed to prevent liquidation thereby 
mitigating the rigors ot the depression.’ 
“And it further adds: 

‘While it is true that one creditor or a 
few creditors may not be entirely satis- 
lied, numerous other creditors and those 
dealing with the National Surety Com- 
pany will most likely be saved millions 
of dollars by the method of rehabilita- 
tiom proposed by the Superintendent of 
Insurance.’ 

“This decision gives strength and in- 
creased legal foundation for the admuinis- 
trative policy of the Department of In- 
surance.” 

e@® ee 

, [ 11S report is far more optimistic 

in tone than any of those which 
have preceded it since, in the earlier 
reports, consideration had been given 
in greater measure to the evils in the 
previous administration of the title 
and mortgage companies which the 
rehabilitation proceedings had dis- 
closed. Considering the possibilities 
ot return to the holders of certificates 
Commissioner Van Schaick had said, 
in his report of November 11th: 

“By and large, the main loss arises out 
of general depreciation of real estate 
values. In no way, as an excuse for the 
gencral practices of these companies, | 
must refer to the fundamental fact that the 
security holders can procure ultimate fi- 
nancial salvation only by a real recovery 
in property values. To be sure, misman- 
agement of individual pieces or laxity of 
operating agencies do reflect themselves 


in the income received. It is not for me 
to comment on whether or not real estate 
investments will, in the long run, suffer 
greater shrinkage than the investment 


public in industrial enter- 


prises, railroads or other institutions. Our 
first problem was, of course, to clean 
house and set up efficient and honest oper- 
ating units.” 

The Moreland Commissioner, Mr. 
Alger, apparently has the respect of 
most of the New York real estate men 
and it is their opinion that out of the 
Moreland Commission inquiry will 
come a new mortgage structure sur- 
rounded by legal restraint, which wiil 
prevent a re-occurrence of the. break- 
down in this field. In fact, it is felt 
that the probe should prove to be a 
boon to real estate and the business 
f lending money on property. 


made by the 
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In discussing the situation M. D. 
Casey, Real Estate Editor of the New 
York Herald Tribune, said in part: 

“Superintendent Van Schaick really per- 
formed a service to real estate when he 
asked for a Moreland Commission to in- 
vestigate mortgages. He wants the public 
to know the situation he inherited last 
April. He wants the public to be told in 
detail the story of money lending on mort- 


gages, starting forty years ago, and fol- 
lowing the evolution of this business 
through its various stages of develop- 


ment. He wants brought out into the open 
the influences and the reasons back of 
many legislative enactments, innocent 
enough as in everything newly born, but 
which loses that appearance as time ad- 
vances and the creature is given new dress 
and new trimming.” 
e® ee 
Be entire insurance world has 
the greatest confidence in both the 
integrity and ability of Superintend- 
ent Van Schaick. It is felt that the 
only result which can possibly follow 
the report of the Commission will be 
not only a vindication of his action 
but an enhancement of his reputation 
as a fair, intelligent administrator. 


Nebraska Court Rules on 
Gross Negligence 

The Supreme Court of Nebraska 
has reversed the judgment of the 
District Court and remanded for a 
new trial a case in which the definition 
of “gross negligence” as used in the 
guest passenger law was at issue. 


The trial judge held that when the 


State enacted the guest passenger 
law, the legislature meant to impose 


liability on the driver of a car when 
his conduct amounted to a wanton 
disregard of safety and toa voluntary 
and intentional indifference to the 
danger liable to follow. 

The Supreme Court says that when 
the legislature provided that no lia- 
bility existed to a guest unless the 
operator of the car was grossly negli- 
gent, it was not intended to destroy 
entirely the civil remedy of a guest 
for an actionable wrong, but to en- 
cumber the remedy with restrictions 
that would prevent a recovery for 
damages in a proper case. Gross negli- 
gence, as used by the legislature, 
means nothing more than negligence 
ina very high degree. This is inter- 
preted to mean the absence of even 
slight care in the performance of a 
legal duty. 

While its existence must be deter- 
mined by the facts and circumstances 
in each case, the court holds, it is 
gross negligence to operate a car at 
fifty or sixty miles an hour over the 
protest of guests, as was shown in 
the case at bar. 
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UNIVERSITY TEACHERS OF 
INSURANCE IN ANNUAL 


R KCINTILY there was held in 
Philadelphia the jot meeting 
of the several units of the American 
ISconomic Association, including the 
second annual session of the Amer- 
ican Association of University Teach- 
ers of Insurance. ‘This latter organ- 
ization, although only a year old, con- 
tinues to give evidence of being a 
definite constructive force in the 1n- 
surance world. Its purposes are de- 
fined as: 

A. Promotion of Insurance 

I. Encouragement of 
insurance field. ’ 

(. To provide an open forum for scien- 
titic discussion of all kinds of in- 
surance. : 

D. Publication of such material as may 
from time to time seem appropri- 
ate in forwarding the general pur- 
poses of the Association. 

Is. Cooperation with other American or- 
ganizations interested in whole, or 
in part, in insurance education. | 

lf, Cooperation with similar organiza- 
tions in foreign countries. 

The program of the 1933 meeting 

was according to the following sched- 
ule: 


Education. 
Research in the 


NIORNING SESSION 10:00 to 12:30—Dec. 
24th—( Clover Room.) 
Chairman: S. S. Huebner, University of 
Pennsylvania. 
Papers: S. H. Nerlove, University of 
( hicago. 


INSURANCE COMPANY RECFIVERSHIPS. 
Albert H. Mowbray, University of Cali- 
fornia. 
Hlow Far Suoutp FurtrHer INCREASE 
IN INSURANCE FACILITIES BE PERMIT- 
TED? 
Discussion. 


LuNcugEon—12:30 to 2:00 (Rose Garden) 
C. A. Kulp, University of Pennsylvania. 
INVESTMENT OF RESERVES UNbvER UN- 


INSURANCE PLANS. 
ssion—2:00 to 5:00 (Rose 


EMPLOYMENT 
\FTERNOON SI 
(garden ) 
Chairman: S. S. Huebner, University of 
Pennsylvania. 

Papers: M. Albert Linton, 
Provident Mutual Life 
(ompany. 

ker FEC rs Ol 
SURANCE, 
Robert Riegel, University of Buffalo. 
Tur Moratortum AND Lire INsur- 
ANCE, 
Allied Subjects: (10 minutes each) 

Frank G. Dickinson, University of 
Illinois. 

Woutp FepeERAL ContrOL or Lire IN- 
SURANCE MEAN IMPROVEMENT? 

H. J. Loman, University of Pennsyl- 
vania. 

Is A CHANGE IN INVESTMENT POLIcy 
or Lire INSURANCE COMPANIES To 
WARDS GREATER LiguipIry DESIRABLE ? 

J. M. Laird, Vice-President, Connecticut 

General Life Insurance Company. 
SHOULD SURRENDER AND LOAN VAL- 
UES BE RESTRICTED? 

Edison L. Bowers, Ohio State Univer- 


President, 
Insurance 


INFLATION Upon Lire IN- 


sity. 
THe ATTITUDE OF COMPANIES IN AC- 
CEPTING LARGE AMOUNTS OF SINGLE 


PREMIUM 
Discussion. 
LsUSINESS SESSION 


AND ANNUITY CONTRACTS. 


5:00 P. M. 
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HILL it will be observed that 
the major part of the meeting 
had to do with life insurance, several 
of the papers went into aspects of 
compensation coverage and touched 
on matters closely related to various 
fire and casualty problems. Particu- 
larly was this so in the discussion of 
the further increase of insurance 
facilities by Professor Albert H. 
Mowbray of the University of Cali- 
fornia whose address was read by 
Professor David McCahan of the 
University of Pennsylvania in the ab- 
sence of the author. Professor Mow- 
bray vigorously took to task the loose 
conduct of certain managements dur- 
ing the boom period, deplored the bad 
investment practices which then were 
rampant in some quarters, and point- 
ed out the serious disadvantages 
which the public had been made to 
suffer. We hope to publish excerpts 
from this and other addresses in this 
or subsequent issues of the Journal 
as space permits. 
The officers, a roster of which is 





OWEN B. AUGSPURGER 


Mutual Official Dies 


WE REGRETFULLY ANNOUNCE THE 
rRAGIC DEATH IN BUFFALO, NEW 
York, on Monday, January 8th of 
Owen |. Augspurger, President of 
the Merchants Mutual Casualty Com- 
pany of that city. Mr, Augspurger 
was I*irst Vice-President and a mem- 
ber of the Board of Governors of the 
National .\ssociation of Automotive 
Mutual Insurance Companies and had 
long been active in the affairs of that 
organization, the National Associa- 
tion of Mutual Casualty Companies 
and the American Mutual Alliance. 
Ly profession a lawyer, he associated 





printed below, were re-elected for an- 
other year, and at the luncheon be- 
tween the morning and afternoon ses- 
sions Dr. S. S. Huebner, the father 
of the organization, was presented 
with a remembrance amid graceful 
speeches by Professor Dickinson and 
the recipient. 


OFFICERS 
S. S. Huesner, President Wharton School 
of Finance and Commerce, University of 
Pennsylvania, Philadelphia, Pa. 
RatpH H. BLaAncHarpb, Vice-President, 
Columbia University, New York, N. Y. 
FRANK G. Dickinson, Secretary-Treas- 
urer, University of Illinois, Urbana, III. 
EXECUTIVE COMMITTEE 
A. H. Mowsray, University of California, 
Serkeley, California. 
S. H. Nertove, School of Business, Uni- 
versity of Chicago, Chicago, Ill. 
Corttss L. Parry, Valley View Road at 
Ivy Lane, Englewood, N. J. 
It is interesting to record also that 
the 1934 meeting of the Association 
will be in Chicago. 


himself some years ago with the late 
J. Rogers Young and together in 1908 
they organized the Merchants Mutual. 
Later they organized the Guardian 
Casualty Company, more recently 
merged into the Consolidated Indem- 
nity and Insurance Company of New 
York. For a number of years Mr. 
Augspurger had been actively asso- 
ciated with the American Automobile 
Association and as Vice President of 
the New York State Automobile 
Association and President of the 
Automobile Club of New York had 
served as one of its Directors and as 
a member of its Executive Commit- 
tee. He was a member of the Ameri- 
can, New York State and Buffalo Bar 
Associations and of many Buffalo 
clubs. He lived a life of intense 
activity and attention to his business 
undertakings. His passing will be a 
distinct loss to all those who knew him, 


Tremaine Elected President 

MR. MORRIS S$. TREMAINE WAS 
LECTED TO SUCCEED MR. AUGSPURGER 
as president of the Merchants Mutual 
Casualty Company at a special meet- 
ing of the Board of directors. He has 
been a director of the company since 
its organization in 1918. 
At the present time he is Comptroller 
of the State of New York, serving 
his fourth term. lormerly he was 
president of the Toledo Fire and 
Marine and the National [umber In- 
surance Company of Luffalo. Later 
he became president of the |. G. Wil- 
son Company of New York and \Vir- 
ginia and was active as a trustee of 
the National Wholesale  |-umber 
Dealers Association and a member of 
its insurance committee. 


SE- 
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(Continued from Page 19) 


ten to their policyholders during 
1932, either in the form of losses 
paid or dividends returned. The mu- 
tual companies, exclusive of those in 
the factory mutual group, returned 
68.9% of the premiums written in 
the form of losses paid or dividends. 
The stock companies, however, re- 
turned only 59.3% of the premiums 
written to their policyholders in the 
form of losses paid. Despite the fact 
that they paid substantial dividends 
to their policyholders, the mutual 
companies had an increase in surplus 
during 1932, of 4/10 of 1%, while 
the stock companies, who did not pay 
dividends to policyholders, had a re- 
duction of 13% in their capital and 
surplus. This stock loss was due to 
unfortunate investment results rather 
than bad underwriting experience 
since, as we have already seen, the 
stock companies had a small under- 
writing profit during 1932, but the 
severe depreciation in security prices 
fell upon their shoulders much more 
heavily than it did upon the mutuals, 
who have consistently been among 
the most conservative of investors. 
These figures show conclusively 
that the mutual fire insurance com- 
panies are able to pay their dividends 
and still maintain their surpluses be- 
cause of actual savings in both losses 
and expenses, savings which are re- 
turned to the policyholders at the 
close of the policy term, but they do 
not explain how the mutual com- 
panies make such savings. lor the 
answer to that question we must go 
still a little deeper. 
ee @ @ 
Illé mutual fire insurance com- 
panies have a consistently lower 
loss ratio than the stock fire insurance 
companies for two reasons. lirst of 
all, mutual underwriters set up much 
higher standards for acceptability 
than do those in other types of insur- 
ance organizations. The mutual com- 
panies operating today would refuse, 
almost without exception, to insure a 
moving picture theatre in a remodeled 
frame building, for example. They 
feel that the saving made for their 
policyholders can only be maintained 
by securing the better risks in each 
classification whose loss experience 
can be expected to be better than the 
average. Since the net cost under 
the mutual plan is lower than under 
the stock plan, the mutual companies 
naturally attract the better risks who 
now feel that the rates applying to 
their own property are excessive be- 
cause of the many losses suffered in 
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inferior risks in the same general 
classification. At the same time the 
mutual underwriters watch the moral 
hazard of their insureds very care- 
fully, considering membership in a 
mutual company almost as a_ priv- 
ilege, and trying to safeguard the 
interest of the other policyholders by 
excluding all of those who, either 
through carelessness or downright 
dishonesty, would seem likely to have 
a fire while the mutual policy is in 
force. This policy has been carried 
to its logical conclusion by members 
of the associated factory group who 
refuse to insure any but the highest 
grade of properties with sprinklered 
risk protection. The general writing 
mutuals, although they do not go to 
this extreme, conscientiously attempt 
to pick out the better risks in every 
classification, so that a policyholder 
will reap the benefit of a low net cost 
due to a low loss ratio, based on 
insuring only the better risks. This 
is the foundation of the lower loss 
ratio attained by the mutuals, but on 
it has been built an elaborate struc- 
ture of fire prevention work which 
is also reflected in the better showinz 
of the mutual companies. The mu- 
tual companies while they belong to 
national fire prevention organizations 
do not attempt to make the entire 
public conscious of the tremendous 
fire loss nor to influence the habits 
of the nation, but they confine them- 
selves more strictly to fire prevention 
work among their own insureds, 
where concrete results can be sought 
and attained. These are the reasons 
why the mutual companies as a whole 
had a loss ratio of only 34.9% which, 
even with the figures of the factory 
mutuals excluded,.rose to only 41.6%, 
as compared with the 51.3% of the 
stock companies. 

When considering expenses it is 
not as easy to put one’s finger on the 
cause of the definite saving made by 
the mutual companies. .\ large part 
of it is undoubtedly due to the lower 
expenditures of the mutual com- 
panies in acquiring business. Many 
of the mutual companies depend en- 
tirely on a salaried sales force instead 
of commissioned agents, and their 
low selling costs indicate that this 
method is a most economical way of 
doing business. Where agents are 
used by the mutuals, and many mu- 
tuals do use agents, the commissions 
are seldom as high as those paid by 
the stock companies and the expense 
of agency supervision is considerably 
lower. In practically every item which 
enters into the expenses of an insur- 
ance company, the mutual companies 
have a slight advantage over those 
operated on the stock plan, with the 
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result that the mutual companies 
generally have an expense ratio of 
only 28.1% as compared with 45% 
for the stock companies. [’xcluding 
the factory mutuals, the mutual com- 
panies have an expense ratio of only 
35.2% which is almost 10% lower 
than that of the stock companies. 

We see, therefore, that the divi- 
dend paid by the mutual company to 
its policyholders is not in any way 
a cut rate, but is an actual return to 
the policyholder of premium paid 
which was not necessary to meet the 
losses and expenses incurred in carry- 
ing on the business. Not only does 
the dividend fail to affect the solvency 
of the mutual company, since even 
after paying dividends the mutual 
companies are usually able to make 
a contribution to surplus. 


e @ ® 

me discussion of mutual insur- 

ance would be complete without 
a few words on the subject of assess- 
ment liability. As we have seen, a 
mutual company is organized solely 
and entirely for the benefit of its 
policyholders to whom it returns any 
part of the premium not needed for 
the payment of losses and expenses 
after making a contribution to sur- 
plus if, in the judgment ¢' the direc- 
tors, such contribution is advisable. 
The company has no invested capital, 
although it is the aim of every well 
managed mutual company to build up 
a surplus as soon as possible which, 
for practical purposes, will take the 
place of capital. In the interval be- 
fore the surplus is built up there is 
the possibility that the amount of 
premiums received by the company 
will not be sufficient to meet the 
losses* and expenses incurred, par- 
ticularly if the company is struck bv 
a conflagration, and new funds will 
be needed to pay such losses and ex- 
penses. Under the basic mutual plan 
this contingency’ is euarded against 
by providing that the company may 
call upon its polievholders to con- 
tribute such additional funds. 1 imita 
tions upon the right of the company 
to assess its poliecvholders are, in 
almost every case, contained in the 
policy and the by-laws of the com- 
pany. The amount of possible assess- 
ment ranges from five times to one 
time the annual premium, with the 
great majority of the mutual com- 
panies limiting possible assessment to 
one additional annual premium. The 
assessment liability is intended to 
supplement the surplus in meeting 
any severe and unusual losses. It 
follows, therefore, that a company 
with a large surplus does not need 
this right to call upon its polievhold- 
ers for assessments. This theory has 
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heen recognized by the laws of many 
states which provide that a mutual 
company with a surplus equal to the 
minimum capital and stock of a stock 
company similar 
non-assessable 


business 
policies. 
Many mutual companies with such a 
surplus do not take advantage of the 
opportunity afforded them and con- 
tinue to issue assessable policies, since 
they believe that such provision is 
consistent with mutual principles. 
There are others who issue the non- 


doing a 


may issue 


assessable policies so that the possi- 
bility of an assessment may not be 
made a competitive point against 
them. Wherever the «question has 
reached the courts, it has been held 
consistently that a mutual company 
can issue a policy in which a limita- 
tion is placed upon the right to assess, 
and that where a statute authorizes 
such action a mutual company can 
issue a non-assessable policy. 


\s a practical matter, assessments 
hy mutual fire insurance companies 
have been extremely rare. In the 
normal course of business, as we have 
seen, a mutual company has a margin 
of approximately 35¢ in every dollar 
of premiums earned which is not 
needed for losses and expenses. In 
the event that the company is in- 
volved in a conflagration or suffers 
very unusual losses, this margin, now 
used for the payment of dividends, is 
available for losses and expenses. If 
the margin is insufficient (which 
would call for losses almost twice as 
heavy as those now suffered by mu- 
tual policyholders) the mutual com- 
pany can draw upon the surplus 
which it has accumulated during the 
years it has been in business. In 
many cases this surplus is larger than 
the premium volume of the company 
and with every advance premium 
general writing company it is a sub- 
stantial bulwark. It is only after both 
of these first two lines of defense 
against a catastrophe has been over- 
come that it would be necessary for a 
mutual company to assess its policy- 
holders. That such an event is on the 
outer rim of probability is proven by 
the fact that few of the mutual com- 
panies in existence over one hundred 
years have levied an assessment dur- 
ing their entire lifetime. 

ee @ ® 

T is impossible in a brief discus- 

sion of this nature to consider all 
the advantages and disadvantages of 
the various types of organizations 
operating in the fire insurance field. 
We hope, however, that we have in- 

(Continued on Page 26) 
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Unearned Premiums 


(Continued from Page 13) 


sions, then, by stating that neither the 
unearned premiums nor the unearned 
premium reserve is a trust fund, for 
the two very simple and cogent rea- 
sons, that they possess not a single 
legal attribute of a trust, and that they 
are not a fund. One is reminded of 
Voltaire’s displeasure with the appel- 
lation of “The Holy Roman Empire” 
on the grounds that it was neither 
holy, nor Roman, nor Empire. 


AVING demonstrated, we hope, 

the fallacy of the trust-fund 
conception of unearned premiums, 
whether considered from the stand- 
point of legal theory, or from a study 
of the specific statutory requirements, 
let us now turn our attention to the 
judicial decisions. To those who 
have been nurtured in the trust-fund 
school, the shock of disillusionment 
would be mitigated hy the consolatory 
reassurance that, at least, the courts 
grant unearned-premium claimants an 
ordinary preferred claim or priority, 
in the distribution of the assets of an 
insolvent insurance company. But 
even this bit of solace is denied to 
them. 

In the insolvency of stock insur- 
ance companies, every higher court 
adjudication has determined that 
claims for unearned premiums share 
on a par with loss claims.’)) Our 
trust-fund adherents will, no doubt, 
be surprised to learn that the cases 
reached the appellate courts, not be- 
cause unearned-premium claimants 
felt aggrieved because they were 
placed on a parity with loss claimants, 
but, rather, because of the latter's 
strenuous insistence’ that they be pre- 
ferred over unearned-premium claim- 
ants. 

A study of the decisions in the 
liquidation of mutual insurance com- 
panies, however, is destined to pro- 
voke even greater surprise, for there, 
claims of holders of unmatured poll- 
cies (equivalent to unearned-premium 
claims) are actually deferred and 
subordinated to payment of matured- 
loss claims.'? These decisions are 
based upon the premise that upon 
occurrence of a loss, a mutual policy- 
holder automatically ceases to be a 
member and is transformed into a 
creditor of the company, and of 

" Matter of Security Life Ins. & Annuity Co., 


11 Hun. 96, app. dismissed 71 N. Y. 222 (1877); 
People v. Security Life Ins. & Annuity Co., 78 N. Y. 


114 (1879); Relfe v. Columbia Life Ins. Co., 76 
Mo. 594 (1882): Boyd v. Wright, 148 Ga. 216 
(1918). 


12 Mayer v. Attorney-General, 32 N. J. Eq. 815 
(1880);/n re Educational Endowment Assoc., 56 
Minn. 171 (1894); B. & O. R. R. Co. v. B. & O. 
Employes Relief Assoc., 77 Md. 566 (1893). 


course, claims of creditors must be 
satisfied before any surplus can be 
distributed to members. 

What, then, has become of the 
proposition so universally accepted 
that unearned premiums are _ trust 
funds for the benefit of policyholders, 
and, upon insolvency of the carrier, 
are used to effect preferential treat- 
ment to the unearned-premium claim- 
ants? They are not trust funds. They 
do not give rise to preferred claims 
(except in Wisconsin) ; while, by stat- 
ule, in a few States, and in mutuals, 
even without the aid of statute, claims 
for unearned premiums are deferred 
rather than preferred. 


ERHAPS a few words in the na- 

ture of an epilogue would not be 
amiss. From the thesis of this article, 
attacking the traditional conception 
of the unearned premium reserve, 
some may obtain the impression that 
the writer doubts the service of any 
useful purpose by the requirement of 
maintenance of the reserve. Such 
impression is quite incorrect. The 
establishment on the books of an 
insurance carrier of a liability or 
“reserve” for unearned premiums is 
essential, in order for its financial 
statement accurately to reflect its true 
condition. Were an insurance com- 
pany, especially in the first years of 
its existence, to credit itself with the 
full amount of premiums collected, 
without any corresponding debit or 
allowance for possible liabilities, it 
might be so deluded by the vision of 
its rapidly-swelling surplus as to em- 
bark upon a course of expenditures 
and dividend distributions which 
would plunge it towards a speedy and 
inevitable insolvency. Hence, the law 
requires t'at an amount, equal to a 
portion of the premiums, be set up on 
the books as a liability (which is all 
that a reserve is). The establishment 
of this liability, or “reserve” for un- 
earned premiums helps to protect the 
solvency and stability of the insur- 
ance company. As such, it benefits 
all who have any interest in the sol- 
vency of the company— whether loss- 
claimants, unearned-premium claim- 
ants, non-insurance creditors, stock- 
holders, or the public generally, That 
it does not legally constitute a “trust 
fund”, and is not for the exclusive 
protection and preferment of but one 
group of persons interested, to the 
corresponding detriment of other 
groups, is, perhaps, more tx its credit 
than its reproach. 





The Journal of American Insurance will bring 


you authoritative articles on a varicty of sub- 
jects every month . . . $2.50 per year. 
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“BUNK OF THE MONTH” 


So many correspondents have written to us about new crops of 

anti-mutual propaganda being circulated in various sections of the 

country that we are starting a new department in the Journal to 

be called ''Bunk of the Month.'' Henceforth in each issue we plan 

to publish one or more of the various pieces of ridiculous literature 
sent out by certain stock agents and groups. 


“bunk” which has come to the 

editor’s desk of recent weeks is 
that published in a house organ en- 
titled “The Bulletin” and said to be 
a speech by B. Conway Taylor, Man- 
ager of the Baltimore branch office, 
we understand, of the American 
Surety Company. Mr. Taylor appar- 
ently took enough time off to run 
down to Fairmont and address the 
West Virginia Association of Insur- 
ance Agents. He delivered a lourth 
of July type of oration in which he 
referred to “the stock insurance 
army,” painted a picture of when “the 
circus comes to town and puts on a 
glittering show,” spoke with tears 
in his eyes of the good deeds of stock 
insurance agents who are pillars of 
their communities, viewed with alarm 
the encroachment of foreign institu- 
tions in American business, and fi- 
nally wrapped himself all up in the 
ag by pointing to the mutuals and 
asking, “Hlow many safe, sane and 
fundamental rules are violated when 
American citizens patronize the so- 
cialistic type of insurance which is 
at such complete variance with the 
foundation principles of American 
business.” 


Preven” wri the prize piece of 


The speech starts with what may 
well be considered an admission of 
defeat in these words: 

“It seems to me that from time to time 
we get a little too frightened about this 
mutual opponent of ours, and attribute to 
it a potency which it does not possess. 
This overestimation of its resourcefulness 
engenders a timidity on our part and un- 
doubtedly a vast underestimation of our 
fighting’ resources.” 


£ talk rambles along with the 
intimation that the mutuals have 
nothing at all to recommend them, 
except low price, and an arsenal of 
ammunition in the form of “cute-rate 
policies.” Then he continues: 

“But to propel that ammunition it has a 
man power extraordinarily weak. Stock 
insurance has its ammunition, to the na- 
ture of which I am about to refer, and it 
has back of that ammunition an army of 
tens of thousands of picked American 
manhood.” 

Well, gentle reader, we can leave 
to your own good judgment whether 
“man power extraordinarily weak” 


could have succeeded so well against 
“an army of tens of thousands of 
picked American manhood.” The 
fact is that the mutual representa- 
tives, either salaried or working on 
a commission arrangement, have in 
general a training far superior to 
average stock solicitors who, because 
of the system on which they operate, 
are driven to look to their commission 
first, and the company’s good and the 
public’s interest afterwards. It has 
been well demonstrated in the fire 
field that former Commissioner C, D. 
Livingston of Michigan was correct 
when he said that 85 per cent of the 
stock Insurance agents bring in only 
15 per cent of the business. And 
there is good reason to think that 
the same holds for casualty business. 
This points more to a crowd of camp 
followers and hangers-on instead of 
a well-organized army. Of the other 
15 per cent, who are the real fellows 
in the stock insurance game, we know 
a good many of them, and they are 
not of the kind who try to excuse 
themselves by yelping at the mutuals. 


On the other hand, the mutual so- 
licitors are drilled to give service to 
the policyholders. Any user of mu- 
tual coverage can testify that service 
is one of the outstanding character- 
istics of the mutual representatives’ 
way of doing business. The stock in- 
surance policyholders might well stop 
to inquire of themselves how often 
the stock agent calls around to give 
service after he has put himself in 
a position to draw his commission. 
Some surprising information might 
also be gained by asking the stock 
companies what they think of the 
intellectual balance of their agents as 
indicated by the queer provisions of 
the tentative new code sponsored by 
their National \ssociation. 


| rica now the circus. It seems, 
from the speech, that this flam- 
boyant combination of animals and 
acrobats, so dear to the heart of a 
small boy, is a more or less evil in- 
stitution which may be compared to 
mutual insurance in that it takes 
money away from the home town. 
This is an ancient stock argument 
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which evaporates under analysis. No 
one objects to an agent collecting a 
commission if he deserves it, but if 
he has no better claim for his money 
than the whine that he lives in the 
community, and therefore is entitled 
to a dole, few people will care to 
listen to his complaint. 


In any case insurance should be 
bought on a strictly business basis, 
which means the most value in service 
and protection at the most reasonable 
cost. And when the merchant or the 
householder takes out a mutual policy 
the community is enriched because a 
substantial portion of the premiums 
are returned. This mutual dividend 
money stays at home regardless of 
whether or not a commission is paid 
to the agent (and it must be remem- 
bered that the mutual representatives 
are adequately paid for their work ) 
while under the stock plan an added 
cost represented by dividends to 
stockholders always goes out of town, 
together with the major part of the 
rest of the premium, 

Again the mutual dividend remain- 
ing in town is more than the average 
agent’s commission and in many in- 
stances twice as much. Thus from a 
purely local standpoint any commun- 
ity is financially better off by the oper- 
ation of the mutual plan. Also no 
stock insurance agent would agree to 
spend his commission money exclu- 
sively in his own town, for he is just 
as prone as his neighbor to buy his 
postage stamps of the local druggist, 
but purchase his tooth paste and 
spring tonic at a bargain sale in a 
nearby large city, which he, doubtless, 
often visits in a car, which he may 
have driven from the factory in 
Detroit, using gasoline purchased at 
a metropolitan service station. 


No, Mister Orator, you must con- 
jure up better reasons for buying 
stock insurance than the selfish inter- 
est of the local agent. And neither 
is the lower cost of mutual coverage 
accounted for by cutting out agents’ 
commissions, since, as explained 
above, the mutuals’ selling forces are 
made up of high grade men compen- 
sated in accordance with their ability. 
The mutual price advantage, as any 
serious student of insurance is well 
aware, is the result of its superior 
method of underwriting and excep- 
tionally good management. 


LTHOUGH the speaker did not 

directly say so, he intimates that 
the stock agent is ready to take any 
kind of risk just so he can make his 
commission on it. For listen to this 
paragraph: 
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“Stock companies on the other hand are 
really public servants. They take the bitter 
along with the sweet. They write unprofit- 


able as well as profitable lines, and they 
reject individual risks only when such 
risks become too hot to hold.” 


Well now, is it good news to the 
average policyholder to know that his 
insurance rate is constantly being held 
to a high level because the unthrifty 
and the careless get the same break 
in the charge for protection as the 
better grade of insureds. \lutuals are 
only as careful in selecting risks as 
any insurance company should be. If 
the stock agents really gave the ser- 
vice which they boast of, they would 
inspect risks better and keep their 
companies informed of unusual haz- 
ards. The general run of stock insur- 
handled with small 
knowledge of what the hazards really 

all of which goes to make high 
rates to cover unnecessary losses. But 
the mutual policyholders have an in- 
centive to keep their risks at topnotch 
condition the smaller the 
losses the larger the dividends and 
therefore the less the cost. The truth 
is that the mutuals are coming closer 


ance risks are 


are 
because 


and closer to universal coverage every 
day, and it is this danger which dis- 
turbs the stocks. 


£ b YCUCTIING on the Code we 
wonder whether the agents con- 
sider it fair competition when one of 
their spokesmen says: 


“What of the contract written by mutu- 


als and cut-raters in general? Does it 
stand on all fours with the contract ol 
the standard casualty company?’ The an 
swer generally is ‘No.’ For the cut-rate 


contains restrictions and ex 
Which are not disclosed until 
and a need for insurance is 
developed. Suppose, however, the contract 
is standard. Do these long range price 
cutters pay their claims with the prompt- 
liberality of the 


policy usually 
emptions 
claims arise 


ness and companies you 
(the stock agents) represent?” 
The direct answer to the above 


assertion is that the mutual and stock 
policies in similar classes of compan- 
ies may easily be compared if any 
insurance prospect wishes to check 
up on the matter. Stock agents do 
not like to have this done, however, 
since the comparison quickly chal- 
lenges either the knowledge, or the 
veracity, of the stock representative 
who has tried to cast doubt on the 
quality of mutual coverage. The 
mutuals would be extremely pleased, 
also, to place their record for prompt 
and liberal payment of claims along 
side of the company 
In one department of the stock in- 
surance business the companies have 
heen deliberately delaying a large 
number of their payments on claims 
for sixty days. We are not criticizing 


stock records. 
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that plan if it seems to meet a current 
need, but the mutuals generally have 
not done so. We suggest that insur- 
ance buyers try asking a stock agent 
what is the ratio between the number 
of claims made and the number of 
claims resisted in his company, and 
then see if he does not hesitate and 
finally try to dismiss the subject. The 
speaker should have known, if he did 
not, that both stock and mutual com- 
panies make a practice of making 
prompt and fair payment when losses 
are proved. 
ee @ @ 


F' IRGIVE us a slight chuckle 
when we quote the speaker fur- 
ther about: 

“The lack of patriotism of American 
banks in dealing with foreign institutions 
which pay no American taxes and con- 
tribute nothing toward the expenses of 
American government.” 

It is a conspicuous fact that stock 
insurance agencies everywhere are 
cluttered up with signs telling of the 
alien insurance companies which they 
represent. Altogether in both casualty 
and fire lines they wrote over $347,- 
000,000 worth of premiums in com- 
panies beyond the seas in 1931. Any- 
way, why the mutuals should be 
blamed for insurance business going 
to England, France, Japan and other 
far away countries is something 
which the speaker does not pause to 
explain. Mutual insurance is All- 
\merican. This is just another rea- 
son why we feel justified in charac- 
terizing the speech as “bunk.” 

The crowning piece of misinfor- 
mation in the address, however, is a 
charge that mutual insurance ts 
“socialistic.” If so, then Benjamin 
l'ranklin, its founder, was a socialist, 
as wellas Hamilton and Jefferson and 
a long list of the early American 
fathers who took out policies in, and 
in some cases were directors of, the 
original mutual companies in_ this 
country. So, too, are the majority 
of the life insurance companies of 
today, since ninety percent or there- 
abouts of this business is written in 
mutual organizations. 

But need we go further, for doubt- 
less our readers have been convinced 
long before this point that the speech 
from which we have been quoting is 
in good truth a shining example of the 
“bunk of the month.” 


Government Corporation 


Insurance 
Two governmental agencies de- 
clared on January 3 that their insur- 
ance was being handled with utmost 
impartiality. The Commodity Credit 
Corporation pointed out that there is 
no discrimination in the letting of 


insurance contracts covering cotton 
and corn held by the government as 
collateral for loans, while officials of 
the Home Owners Loan Corporation 
announced that no one insurance 
company is to receive contracts for 
fire insurance which it may have to 
take out on property on which it 
makes loans. It was further declared 
that when the Home Ioan Corpora- 
tion does take out such insurance, 
it will make the award on the basis 
of cost, protection and service. 

Cotton insurance has been placed 
by the C.C.C. through four broker- 
age concerns, much to the displeasure 
of the organized agents. 

Corn loan insurance covers the 
Government against damage, and con- 
version and theft, to the extent of its 
equity in the grain. The cotton is 
insured for the amount of the loan 
plus interest and charges, or market 
value, whichever is the higher. 

The Home Loan Corporation, it 
was pointed out, under its regulations, 
must require that all borrowers cover 
the Government’s equity with fire, 
and in certain localities windstorm, 
insurance, and if after the corporation 
has acquired a mortgage, the bor- 
rower fails to provide insurance, the 
corporation will place it and charge 
it to the mortgagee. 

It was stated that in such event 
the corporation could choose its own 
company, but it is not committed to 
any company “either mutual or 
stock.” Insurance is to be let at the 
lowest cost furnishing adequate pro- 
tection, it was declared, 


Movie Theatres 


(Continued from Page 24) 


dicated with sufficient clearness that 
mutual fire insurance offers to the 
owner of a well built, modern motion 
picture theatre (or to the owner of 
any other desirable property) an 
opportunity to cut his insurance costs 
immediately. Such a possibility is at 
least worthy of investigation, so that 
the theatre owner or manager can 
make his decisions on insurance with 
a full knowledge of what the market 
affords. 


MATTRESSES COME CHEAPER 
Host—“When I was a young man | al- 
ways said I'd never be satisfied till I'd 
smothered my wife in diamonds.” 
Guest—“Most laudable. But why in 
diamonds ?”—The Humoritst (London). 


TAKE DETOUR 
There is an Easy Street, 
The optimist declares, 
But, he explains, right now 
It’s undergoin’ repairs. 
—Cincinnati Enquirer. 
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‘Virginia Orders Reduction 
in Auto Rates 


HE Corporation Commission of 
Virginia has ordered a reduction 
of 10% in the automobile public lia- 
bility rates now in effect, subject to 
deviation in the case of a few com- 
panies whose experience warrants 
such action. In arriving at this con- 
clusion the Commission states that 
expense can be curtailed by reducing 
acquisition cost from 25% to 20%, 
and that such a reduction, when con- 
sidered together with the experience 
of the state, will justify the new 
rates. The order of the Commission 
reads: 
“ASE No, 5041. 
ae ot Viesiale. 
At the relation of ; 
STATE CORPORATION COMMISSION 
Vs 

AETNA INSURANCE COMPANY AND OTHERS 

Order prescribing permanent rates. 
In RE: INVESTIGATION OF MoTOR VEHICLE 

LIABILITY AND Property DAMAGE IN- 

SURANCE RATES. 


Tuts Matter came on this day to be 
heard in pursuance of order herein entered 
November 17, 1933; and, 

It appearing that the State Corporation 
Commission did, on May 15, 1933, enter 
an order herein prescribing a_ standard 
schedule of rates, and a general rate man- 
ual, rules and regulations for the writing 
of automobile public liability and property 
damage insurance in the State of Virginia 
for temporary effect and application for a 
per'od of 90 days and that by order en- 
tered herein August 14, 1933, the tempo- 
rary approval of the aforesaid fates, man- 
ual, rules and regulations was extended to 
expire at midnight February 13, 1934, sub- 
ject to the further order of the Commis- 
sion in the meantime; and, 

It further appearing that, from time to 
time, by various orders entered herein, 
certain deviations have been approved for 
temporary application, in addition to the 
deviations which were approved by the 
aforesaid order herein of May 15, 1933, 
all of which, by the terms of the respec- 
tive orders, will expire at midnight, Feb- 
ruary 13, 1934, subject to the further order 
of the Commission in the meantime; and, 

It further appearing that by the order 
of May 15, 1933, aforesaid, this Commis- 
sion required that the several carriers and 
each of them whose schedules of rates 
and/or plans were given temporary ap 
proval by said order should furnish to the 
Commission, pending the expiré ition of the 
temporary approval therein given or any 
extension thereof, such data, information 
and statistics as may be necessary, as to 
each such carrier or group of carriers to 
justify, for permanent approval, each par- 
ticular schedule of rates, rate manual or 
plans which have been filed by and/or on 
behalf of each such carrier or group of 
carriers, together with all data in posses- 
sion relevant and material to the question 
of what schedules of rates, rate manuals, 
rules and regulations shall be approved 
and/or prescribed for permanent operation 
and effect in the State of Virginia for the 
writing of automobile public liability 
and/or property damage insurance ; and, 

It further appearing that, pursuant to 
said order the said data, information and 
statistics have this day been presented to 
the Commission in a series of exhibits 
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numbered 1 to 10, which, with the testi- 
mony of certain witnesses in explanation 
thereof, presents the combined experience 
for the years 1928-1932, inclusive, of all 
casualty companies writing automobile in- 
surance in the State of Virginia, whose 
experience is available in such form that 
it may be used in determining rates for the 
various territories, classes of cars and 
types of coverage, and which also shows 
the development of rates for automobile 
public liability and property damage insur- 
ance based thereon in accordance with a 
standard rate making method; and, 

It further appearing that the average 
loss cost per car developed from such 
combined experience by the standard rate 
making method for each of the various 
territories and types of coverage provides 
a reasonable basis, at this time, for the 
development of proper rates for automo- 
bile public liability and property damage 
insurance; and, 

It further appearing that such rates have 
been developed on the basis of expense 
loadings aggregating 44.6% for public 
liability and 48.3% for property damage 
which include in each case an allowance 
of 25% for acquisition cost; and, 

It appearing to the Commission that such 
allowance of 25% in the expense loading 
for acquisition cost is excessive under ex- 
isting conditions, and that an allowance 
not exceeding 20% is reasonable and suffi- 
cient to cover such acquisition cost in the 
fixing of the permanent rates; and, 

It further appearing that the application 
of the combined experience submitted at 
this hearing, together with the reduction in 
the allowance for acquisition cost to 20% 
will effect a further reduction in the aver- 
age rates for automobile public liability 
and property damage insurance in the State 
of Virginia of approximately 10% ; 


e@ ¢ ®@ 
I T : HEREFORE, ORDERED that 
Pred i 


be, and hereby is, prescribed a 
schedule of rates to be filed for automobile 
public liability and property damage insur- 
ance, respectively, which will involve a re- 
duction of approximately 10% in the afore- 
said temporary rates, said reduction being 
based upon the indicated territorial classi- 
fication rates as shown in Exhibits 1 to 
10, to which reference has been heretofore 
made, together with the further reduction 
resulting from the approval of an allow- 
ance hereby made of only 20% for acqui- 
sition cost in lieu of 25% as proposed; 
and that there be filed on or before Jan- 
uary Ist, 1934, by and/or on behalf of all 
carriers licensed to write and writing auto- 
mobile public liability and/or property 
damage insurance in Virginia, a schedule 
or schedules of rates in accordance with 
the reductions hereinabove prescribed, the 
same to be effective on and after January 
1, 1934; 

IT IS FURTHER ORDERED that the 
rate manual filed by or on behalf of the 
carriers represented by the National Bu- 
reau of Casualty and Surety Underwriters, 
as to stock companies, and by the National 
Association of Mutual Casualty Compa- 
nies, as to mutual compani es, as approved 
by this Commission for temporary appli- 
cation by its order of May 15, 1933, be, 
and the same is, hereby approved for use 
and application by all carriers and/or 
groups of carriers writing automobile pub- 
lic liability and property damage insurance 
in ng! State of Virginia on and after Jan- 
uary 1934; 

IT ts FURTHER ORDERED that all 
carriers now or hereafter licensed to write 
automobile public liability and/or prop- 
erty damage insurance in Virginia shall, 
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on and after January Ist, 1934, conform to 
the schedules of rates herein prescribed 
and the rate manual hereby approved, un- 
less express permission to deviate, vary, or 
operate upon independent and different 
schedules of rates, rating plans, manuals, 
rules and regul tions be obtained from 
this Commission. 

IT IS FURTHER ORDERED that all 
deviations heretofore allowed by orders of 
the Commission in this proceeding, whether 
in rate schedules, manuals or otherwise, 
be, and the same hereby are, rescinded, set 
aside and annulled as of midnight Decem- 
ber 31, 1933. 

IT IS FURTHER ORDERED that at- 
tested copies of this order be sent to all 
parties hereto and that this matter be re- 
tained on the docket of the Commission 
until further order. 

A True Copy. 

Teste: (Signed) N. W. Atkinson, 
Clerk of the State 
Corporation Commission. 


Annual Meeting of New York 


Mutual Automobile 
Rating Bureau 


The regular annual meeting of the 
New York Mutual Auttomobile Rat- 
ing Bureau will be held in New York 
City early in January. Officers and 
committees will be elected and con- 
sideration given to amended Articles 
of Association extending the activi- 
ties on the services of the bureau. 

The present members of the Gov- 
erning Committee are the (Ameri- 
can) Lumbermens Mutual Casualty 
Company, Chairman, American Mu- 
tual Liability Ins. Co., Merchants 
Mutual Casualty Co., Liberty Mutual 
Ins. Co., Utica Mutual Ins. Co., Ex- 
change Mutual Indemnity Ins. Co., 
Interboro Mutual Indemnity Ins. Co. 

It is expected that consideration 
will be given to a program for the 
revision of rates of certain lines of 
automobile and other casualty insur- 
ance. IF. A, Fleming of New York 
is the General Manager of the Bu- 
reau. . 


OPENING UP THE BIG GAME 

“What's your husband working on 
now?” the chemist’s wife was asked. 

“Anti-freeze solution that can be put 
into bank assets,” replied his wife—Cin- 
cinmnatit: Enquirer. 


TRY REVERSING 

The doctor was puzzled. 

“You ought -to be getting well by now,” 
he said. “Have you carried out my in- 
structions all right?” 

“Well, doctor,” said the patient, “I’ve 
done most of them, but I can’t take that 
two-mile walk every morning as you 
ordered. I get too dizzy.” 

“What do you mean ‘dizzy’?” asked the 
doctor. 

“Well, sir,” said the patient, “I must 
have forgotten to tell you. I’m a light- 
house-keeper.”—Answers. 
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Atlantic Mutual Recognizes 
and pays commissions to Brokers 





| MARINE INSURANCE F . Yapenesiiienee MUTUAL accepts business from brokers 
FOR OVER 90 YEARS and pays commissions in the same manner as other 
Companies. 
a 2 oe = 
Atlantic Mutual is strong financially and writes a non- 


Ocean 
Inland 


Yacht 
Transportation 


assessable profit sharing policy, at the usual market rates. 


Present cash dividend 15%. 


This Company is the largest mutual marine and trans- 
portation insurance Company in the World, and is over 


90 years old. 

















Atlantic Mutual Insurance Co. 


Chartered 1842 


175 West Jackson Blvd., Chicago, Il. 
Home Office: 49-51 Wall Street (Atlantic Bldg.) New York 


BRANCHES 


BOSTON CLEVELAND PHILADELPHIA BALTIMORE WASHINGTON 

















667M HE effectiveness of an idea,” 
said Andrew Carnegie, ““may 
be judged not by its ingenuity 


Mutual companies have invest- 
ed time, thought and money in 
accident prevention. This work 











but by the expediency with which 
it is carried out.” 


Prevention of accident is not 
a new thought in insurance prac- 
tice. But it is one that mutual 
companies have been more and 
more concerned with year after 
year. 


This extension of the scope of insurance 
service has a natural and basic appeal to 
mutual management. It is a practical mani- 
festation of the fundamental mutual prin- 
ciple of “reducing the cost by reducing ihe 


loss.” 








has taken the form of research; 
printed material to policyholders 
through the mails; talks to 
groups; posters; bulletins; train- 
ing of company representatives; 
cooperation with governmental, 
state and municipal bodies. 


The general public benefits 


from this work and mutual policyholders 
profit directly since prevention of accident 
is one tangible factor in producing the mil- 
lions of dollars of dividends they receive 
annually. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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MAKING NEW FRIENDS 
and KEEPING the OLD... 





A company is judged by 
the customers it keeps 
and the type of new 
customers it is able to 
attract. Year in and year 
out, the Federal Mutuals 
are making a multitude 
of new friends and retaining 
their old friends, some of whom 
have been customers for twenty 
years or more. This is a business 
_record of which the Federal 


Mutuals are justly proud. 


The full significance of the Federal 
story is falling upon responsive 
ears. Business men in great 


numbers throughout the nation 






are quick to accept 
the Federal policy 
once they get an accurate 
conception of adequate 
insurance protection at a 


minimum cost. 


Quick settlement of losses— 
prompt, thorough service—finan- 
cial strength—and a genuine 
interest in the insured; these are 
the things that have been greatly 
responsible in establishing a 
nation-wide reputation that has 
attracted new customers and 
resold old ones on the advisability 
of reinsuring with the Federal 


Companies year after year. 








FEDERAL DEPARTMENT OFFICES 


MINNEAPOLIS, MINN. 
STEVENS POINT, WIS. 
OWATONNA, MINN. 


SAN FRANCISCO, CALIF. 
DALLAS, TEXAS 
ATLANTA, GA. 


NEWARK, N. J. 
BOSTON, MASS. 
WINNIPEG, CAN. 


AN AMERICAN INSTITUTION 





FEDERAL HARDWARE & IMPLEMENT MUTUALS 


Retail Hardware Mutual Fire Insurance Co. 
Minneapolis, Minnesota 


Hardware Dealers Mutual Fire Insurance Co. 
Stevens Point, Wisconsin 

Minnesota Implement Mutual Fire Insurance Co. 

Owatonna, Minnesota 





an EXTRA 


MARGIN OF SAFETY 


A study of the financial condition of this out- 
standing mutual casualty company demonstrates 
clearly that it has gone far beyond statutory re- 
quirements in setting up additional reserves for the 
protection of its policyholders, and in the selection 
of the soundest and most conservative of non- 
speculative investments. 


Coupled with rigid underwriting policies, these 
factors provide an extra margin of safety for the 
hundreds of thousands of insurance buyers who 
have selected “*L-M-C” coverage for their casualty 
insurance requirements. In addition, these assureds 
are enjoying the benefits of substantial annual 
savings in their insurance costs through the divi- 
dends returned each year since organization by the 
**L-M-C”’—-on Automobile insurance never less than 
25 percent of the yearly premium. 


JAMES S. KEMPER Home Office 


President 


CHICAGO, U. S. A. 





Associate Company Under “L-M-C” Management 


AMERICAN MOTORISTS INSURANCE COMPANY 














